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a Jack Webb documentary movie which 
reveals the mistakes some parents make 
by giving firearms as gifts to their chil
dren. 

Thousands of our Nation's school prin
cipals have made it mandatory that 
students view at least one Jack Webb 
documentary made for juveniles and 
entitled "Big Layoff." This is the story 

SENATE 
VVEDNESDAY, JULY 28, 1954 

<Legislative day of Friday, July 2, 1954> 

The Senate met at 11 o'clock a. m., 
on the expiration of the recess. 

The Chaplain, Rev. Frederick Brown 
Harris. D. D., offered the following 
prayer: 

Almighty God, eternal love, Thou 
.source of all life and light: We would 
yield our :tUckering torch to Thee. Be
yond all the madness of these angry 
days, with nations in commotion, we 
turn to Thee who sittest above the fioods 
and in whose balances the nations are 
weighed. 

Lift us out of our doubt and cynicism 
by a great faith to live by and great 
causes to live for. Facing now unfinished 
tasks calling for courage and sacrifice, 
vision, and wisdom we beseech that Thou 
wilt pour in double measure Thy en
abling grace upon the President of the 
United States, the Vice President, the 
Congress, and all public servants who, 
.sharing the heavy loads of these epochal 
days, shape our policy and guide our 
destiny. 

We thank Thee for the steadfast faith 
of Thy servant, Syngman Rhee, who 
today comes crowned with honor to plead 
the cause of Thy truth against the devil's 
falsehood, not only as that truth faces 
the principalities of darkness in his own 
land, but also in all the reaches and 
ranges of this global struggle. Give us 
a part in making the earth's crooked 
ways straight, when social and industrial 
relations will lose their hard antago
nisms and become the hallowed coopera
tion of comrades in human service: In 
the name cf the Servant of all. Amen. 

THE JOURNAL 
On request of Mr. KNOWLAND, and by 

unanimous consent, the reading of the 
Journal of ·the proceedings of the pre
ceding day were read and approved. 

MESSAGES FROM THE PRESIDENT
APPROVAL OF BILLS 

Messages in writing from the President 
of the United States were communicated 
to the Senate by Mr. Tribbe, one of his 
~ecretaries, and he announced that the 
President had approved and signed the 
following acts: 

On July 26, 1954: 
S. 2987. An act to provide for the transfer 

of hay and pasture seeds from the Commod
ity Credit Corporation to Federal land-ad-
ministering agencies.; · 

of the growing use of narcotics among 
minors and how the drugs have wrecked 
the lives of teen-agers as well as adults. 

All these important motion pictures 
are available to any recognized private, 
civic, State, or Government agency with
out cost. Each was conceived, produced, 
and acted, as well as paid for, by Jack 
Webb. 

On July 27, 1954: 
S. 2583. An act to indemnify against loss 

all persons whose swine were destroyed in 
July 1952 as a result of having been infected 
with or exposed to the contagious disease 
vesicular exanthema; 

S. 2786. An act granting the consent and 
approval of Congress to the Southeastern 
Interstate Forest Fire Protection Compact; 
and 

S. 3197. An act to authorize the accept
ance of conditional gifts to further the de
fense effort. 

On July 28, 1951: 
S. 110. An act for the relief of Christopher 

F. Jako; 
S. 203. An act for the relief of Yvonne Lin

nea Colcord; 
S. 222. An act for the relief of Mrs. Dean S. 

Roberts (nee Braun); 
S. 246. An act for the relief of Garrit Been; 
S. 278. An act for the relief of Szyga (Saul) 

Morgenstern; 
S. 661. An act for the relief of Nino Sabino 

DiMichele; 
S . 790. An act for the relief of Irene J. 

Halkis; 
S. 794. An act for the relief of Paulus You

hanna Benjamen; 
S . 843. An act for the relief of Rabbi 

Eugene Feigelstock; 
S. 891. An act for the relief of Albina 

Sicas; · 
S . 912. An act for the relief of Bruno Ewald 

Paul and Margit Paul; 
S. 945. An act for the relief of Moshe Gips; 
S. 986. An act for the relief of Mrs. lshi 

Washburn; 
S. 1129. An act for the relief of Jozo 

Mandie; 
S. 1313. An act for the relief of Olga Bala

banov and Nicola Balabanov; 
S. 1477. An act for the relief of Gerhard 

Nicklaus; 
S. 2009. An act for the relief of Mrs. Ed

ward E. Jex; 
S. 2367. An act to amend the act of June 

29, 1935 (the Bankhead-Jones Act), as 
amended, to strengthen the conduct of re
search of the Department of Agriculture; 

S. 2820. An act for the relief of Mrs. Erika 
Gisela Osteraa; and 

S. 2960. An act for the relief of Barbara 
Herta Geschwandtner. 

MESSAGE FROM THE HOUSE 
A message from the House o'f Repre

sentatives, by Mr. Maurer, its reading 
clerk, announced that the House had 
passed the bill <S. 3137> to make the 
provisions of the act of August 28, 1937, 
relating to the conservation of water 
resources in the arid and semiurid areas 
of the United States, applicable to the 
entire United States, and to increase and 
revise the limitation on aid available un
der the provisions of the said act, and 
for other purposes. with amendments, 
in which it requested the concurrence of 
the Senate. 

The message also announced that the 
House had passed a bill <H. R. 3534) to 
authorize the extension of patents cov-

Mr. Webb haS done more than repay 
his public for its loyalties and support of 
him. He has done more than aid in 
the training of law enforcement officers, 
help abate crime and disaster, and expose 
dishonesty. 

Mr. Webb deserves a great deal of 
credit for his splendid contribution to 
good citizenship. 

ering inventions whose practice was pre
vented or curtailed during certain emer
gency periods by service of the patent 
owner in the Armed Forces or by pro
duction controls, in which it requested 
the concurrence of the Senate. 

ENROLLED BILL SIGNED 
The message further announced that 

the Speaker had affixed his signature to 
the enrolled bill <H. R. 303 > to trans
fer the maintenance and operation of 
hospital and health facilities for Indians 
to the Public Health Service, and for 
other purposes, and it was signed by the 
President pro tempore. 

ORDER FOR TRANSACTION OF 
ROUTINE BUSINESS 

Mr. KNOWLAND. Mr. President, I 
ask unanimous consent that immediate
ly following the quorum call there may 
be the customary morning hour for the 
transaction of routine business, under 
the usual 2-minute limitation on 
speeches. 

The PRESIDENT pro tempore. With
out objection, it is so ordered. 

Mr. KNOWLAND. I suggest the ab
sence of a quorum. 

The PRESIDENT pro tempore. The 
Secretary will call the roll. 

The Chief Clerk proceeded to call the 
roll. 
- Mr. KNOWLAND. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDENT pro tempore. With
out objection, it is so ordered. 

Morning business is in order, with a 
2-minute limitation on speeches. 

EXECUTIVE COMMUNICATIONS, ETC. 
The PRESIDENT pro tempore laid be

fore the Senate the following letters, 
Which were referred as indicated: 

REPORTS ON 0VEROBLIGATIONS OF 
APPROPRIATIONS 

A letter from the Secretary of Defense, 
transmitting, pursuant to law, 19 separate 
reports on overobligations of appropriations 
1n the Department of the Air Force during 
the fiscal years 1953 and 1954 (with accom
panying papers); to the Committee on Ap
propriations. 

REPORT ON PAYMENT OF CLAIMS FOR DAMAGJi: 
OCCASIONED BY NAVAL VESSELS 

. A letter from the Under Secretary of the 
Navy, transmitting, pursuant to law, a re
port on payment of claims for damage oc
casioned by naval vessels which have been 
settled by the Navy Department, during fis
cal year 1953-1954 (with an accompanying 
report); to the Committee on Armed Services. 
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REPORT ON COLLECTION OF CLAIM:S FOR DAMAGE 

CAUSED TO NAVY DEPARTMENT PROP.ERTY 

A letter from the Under Secretary of the 
Navy, transmitting, pursuant to law, a report 
on collection of claims for damage caused 
to Navy Department property during the
fiscal year 1953-1954 (with an accompanying 
report); to the Committee on Armed Services. 
REPORT ON APPORTIONMENT Or APPROPRIATION 

FOR "COMPENSATION AND PENSIONS, VF:r• 
ER.ANS' ADMINISTRATION" 

A letter from the Director, Bureau of the 
Budget, Executive omce of the President, re
porting, pursuant to law, that the appropri
ation to the Veterans' Administration for 
"Compensation and Pensions" for the fiscal 
year 1955, had been apportioned on a basis 
indicating the necessity for a supplemental 
estimate of appropriation ('with an accom
panying paper); to the Committee on Appro
priations. 
REPORT or CONTRACTS NEGOTIATED BY NA

TIONAL ADVISORY COMMITrEE J'OR AERo
NAUTICS 

A letter from the Executive Secretary, Na
tional Advisory Committee for Aeronautics, 
Washington, D. C., reporting, pursuant to 
law, that no contracts were negotiated by 
that committee during the 6-month period 
ended June 30, 1954; to the Committee on 
Armed Services. 

REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. MUNDT, from the Committee on 

Government Operations: 
S. Res. 288. Resolution to make certain 

funds available to the Committee on Gov
ernment Operations; without amendment. 

By Mr. JENNER, from the Committee on 
Rules and Administration: 

s. Res. 14. Resolution authorizing a study 
of the antitrust laws of the United States, 
and their administration, interpretation, and 
effect; with additional amendment (Rept. No. 
1989); and 

S. Res. 289. Resolution to provide addi
tional funds for the Committee on Banking 
and Currency; with amendments (Rept. No. 
1988). 

By Mr. MALONE, from the Committee on 
Finance: 

H. R. 5407. A bill to amend section 2879 (b) 
of the Internal Revenue Code; with amend
ments (Rept. No. 1990) . 

By Mr. CARLSON, from the Committee on 
Post omce and Civil Service, with amend
ments: 

H. R. 2263. A bill to authorize the Post
master General to readjust the compensa
tion of holders of contracts for the per
formance of mail-messenger service (Rept. 
No. 1992) ; and 

H. R. 7774. A bill to establish a uniform 
system for the granting of incentive awards 
to omcers and employees of the United States, 
and for other purposes (Rept. No. 1993). 

ENROLLED BnL PRESENTED 
The Secretary of the Senate an

nounced that on today, July 28, 1954, he 
presented to the President of the United 
States the enrolled bill (S. 3518) to 
amend the laws relating to fees charged 
for services rendered by the office of the 
Recorder of Deeds for the District of 
Columbia and the laws relating to ap
pointment of personnel in such omce, 
and for other purposes. 

PRINTING OF PRAYERS OF CHAP
LAIN OF THE SENATE-REPORT 
OF A COMMITTEE 
Mr. JENNER, from the Committee on 

Rules and Administration, reported fa
vorably the following original resolution 
<S. Res. 294), which was placed on the 
calendar: 

Resolved, That 3,000 copies of the prayers 
offered by the Reverend Frederick Brown 
Harris, D. D., chaplain of the Senate, at the 
opening of the daily sessions of the Senate 
during the 81st, 82d, and 83d Congresses, in
clusive, be printed and bound for the use 
of the Senate. 

RESTORATION OF SOVEREIGNTY 
TO GERMANY-REPORT OF A 
COMMITTEE 
Mr. WILEY. Mr. President, from the 

Committee on Foreign Relations, I re
port an original resolution, to express 
the sense of the Senate toward restoring 
sovereignty to Germany, and I submit 
a report <No. 1991) thereon. 

The PRESIDENT .Pro tempore. The 
report will be received, and the resolu
tion will be placed on the calendar. 

The resolution <S. Res. 295) reported 
by Mr. WILEY from the Committee on 
Foreign Relations was placed on the 
calendar, as follows: 

Whereas a Convention on Relations be· 
tween the United States of America, the 
United Kingdom of Great Britain and 
Northern Ireland, and the French Republic, 
therein referred to as the "Three Powers," 
and the Federal Republic of Germany, was 
signed on May 26, 1952, with a view to re
storing sovereignty to the Federal Republic 

. of Germany; and 
Whereas the Sen~.te of the United States 

gave its advice and consent to ratification of 
said Convention on July 1, 1952; and 

Whereas, nevertheless, it has not proved 
practical as yet to bring the Convention 
into force in accordance with its provisions: 
Now, therefore, be it 

Resolved, That it is the sense of the Sen
ate that the President if he judges that 
fUture developments make this desirable and 
in the national interest, should take such 
steps as he deems appropriate and as are 
consistent with United States constitutional 
processes to restore sovereignty to Germany 
and to enable her to contribute to the tnain
tenance of international peace and security. 

MUTUAL SECURITY ACT OF 1954-
AMENDMENTS 

Mr. LONG submitted an amendment 
intended to be proposed by him to the 
bill (H. R. 9678) to promote the security 
and foreign policy of the United States 
by furnishing assistance to friendly 
nations, and for other purposes, which 
was ordered to lie on the table and to 
be printed. 

Mr. SMITH of New Jersey submitted 
an amendment intended to be proposed 
by him to House bill 9678, supra, which 
was ordered to lie on the table and to be 
printed. 

Mr. WILLIAMS submitted an amend
ment intended to be proposed by him to 
House bill 9678, supra, which was ordered 
to lie on the table and to be printed. 

Mr. MAGNUSON submitted an . 
amendment to be proposed by him to 

House bill 9678, supra, which was ordered 
to lie on the table and to be printed. 

Mr. CAPEHART submitted an amend
ment intended to be proposed by him to 
~ouse bill 9678, su:pra, which was ordered 
to lie on the table and to be printed. 

AGRICULTURAL ACT OF '1954-
AMENDMENT 

Mr. WILLIAMS submitted an amend
ment intended to be proposed by him to 
the bill (S. 3052) to encourage a stable, 
prosperous and free agriculture, and for 
other purposes, which was ordered to lie 
on the table and to be printed. 

PRIVATE FINANCING OF NEW SHIP 
CONSTRUCTION-AMENDMENTS 
Mr. BUTLER submitted amendments 

intended to be proposed by him to the 
bill (S. 3219) to amend certain provi
sions of title XI of the Merchant Marine 
Act, 1936, as amended, to facilitate pri
vate financing of new ship construction, 
and for other purposes, which were 
ordered to lie on the table and to be 
printed. 

SECURITY ACT OF 1954-
AMENDMENTS 

Mr. FERGUSON. Mr. President, I 
submit amendments intended to be pro
posed by me to the bill (9678) to pro
mote the security and foreign policy of 
the United States by furnishing assist
ance to friendly nations, and for other 
purposes. 

The purpose of the amendments which 
I have proposed is to make clear the in
tent of Congress that military and eco
nomic assistance to Cambodia, Laos, and 
Vietnam is to be directly given to those 
governments so far as possible. 

The amendments, I believe, will 
strengthen the hand of the United States 
in connection with the full independence 
.of those states. 

Furthermore, the amendments express 
the policy of the United States Govern
ment in this respect, and have the sup
port of officials of the Department of 
State. I hope the chairman of the com
mittee will indicate his support of the 
amendments and that they may be 
adopted immediately. 

The PRESIDING OFFICER <Mr. 
ScHOEPPEL in the chair). The amend
ments will be received and printed, and 
will lie on the table. 

HOUSE BILL REFERRED 
The bill <H. R. 3534) to authorize the 

extension of patents covering inventions 
whose practice was prevented or cur
tailed during certain emergency periodsJ 
by service of the patent owner in the 
Armed Forces or by production controls, 
was read twice by its title, and referred 
to the Committee on the Judiciary. 

THE FARM PROGRAM 

Mr. BUTLER. Mr. President, it Is 
becoming increasingly apparent that the 
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so-called farm problem extends far be-· ;/• All of these are the_ so-called basic crops, 
d the farms and rural areas of the big cash and commercial products whose 

yon . . . . support forms the core of the farm program. 
America. The fact .t~at the live~Ihood These are the commodities with big pressure 
of more than 35 million breadwinners blocs acting in their behalf in the Congress. 
is directly dependent upon the pros- It ts by logrolling and reciprocal back
perity of our 5,300,000 farms is sobering scratching among these commodity groups 
testimony to the truth of this observa- that the farm legislation and the high-lqan 
tion programs endure and proliferate. Cotton 

P~ice supports do not and cannot as- men say to wheat ~en, " Do what we wan~ 
•t I dd "t" to for cotton and we Will vote for you in wheat, 

sure farm prospen y. n a 1 Ion and so on in a crisscross of dealing across the 
P.ricing our farm produc~s out of domes- board. 

· tic and world markets, high supports are But all the pulling and hauling, the deal-
steadily il_!creasing Government-held ing and doubledealing is not in the major 
surpluses of agricultural products that crops. A perceptible item of $140,994,660 was 
are costing the taxpayers, including laid out by the ccc in loans between May 31, 
farmers, many billions of dollars. ; - _ 1953, and May 31, 1954, on other crops. The 

In support of these statements, I ask other category i_nclu~es: ~ottonseed, extra 
unanimous consent to have printed in long staple. cot ton, .alive ml, peanuts, ~ung 

· t oil, honey, soybeans, hay, pasture and Winter 
~he bod~ of the.RECO~D a very enhgh en- cover crop seeds, barley, dry edible beans, 
1ng article ent~~led . Bonuses for. Cro~s flaxseed, grain s~rghum, oats, rice, rye .. gum 
Nobody Wants, Which appeared In thiS turpentine, rosm, and wool. The biggest 
morning's issue of the Baltimore Sun. chunk of dough went for oats, whose pro-

There being no objection, the article ducers got $23,314,729 in CCC loans. 
was ordered to be printed in the RECORD, But as of May 31, precisely wh~t did old 
as follows: Mother CCC have in he: cupboard I~ t.he way 

BONUSES FOR CROPS NOBODY WANTS 
The ·commodity Credit Corporation has 

just come out with some figures which 
should interest th~ Senators discussing the 
Eisenhower farm program in the Senate. 
The CCC is the agency through which the 
Government conducts its price-support pro
grams in farm commodities. And the fig
ures the CCC has just issued give a graphic 
picture of the ruinous effect of the fixed 
high-level price supports now in force for 
the major farm crops. 

As most newspaper readers know, the key 
issue of the farm c_ontroversy now centering 
in the Senate is continuance or discontinu
ance of the high:.level fixed supports. The 
administration wants to get back to the 
kind of sliding scale for support prices which 
was in effect before World War II, with sup
port flexing up or down as supply is short 
or abundant. The farm politicians in the 
legislature want to extend the war-type fixed 
high-level supports for at least the year 
ahead. 

The year ahead? But let's look at what 
the high-level supports did to us in the year 
just behind-the one that closed May 31, 
1954. It is operating figures on this year 
that the CCC has just issued. They show 
that in that year CCC outlay on support pro
grams increased about 100 percent-from the 
$3,248,490,000 total of May 31, 1953, to 
$6,109,295,000 on May 31, 1954. In other 
words, fixed high-level supports brought out 
more production than the market would 
absorb and the Government had to hold the 
bag for the balance. 

Breaking down the figures somewhat, we 
find that as of May 31, 1953, commodities 
owned outright by the Government account
ed for $1,890,641,000. The balance of $1,-
357,849,000 was the amount put out for loans 
on commodities held as collateral. The same 
figures a year later were about twice as big
$3,461,051,000 for the inventory cost of com
modities owned outright and $2,648,244,000 
tor loans on commodities held as collateral. 

And what were the crops which accounted 
for the big increase in Government funds 
laid out in support plans as between May 31, 
1953, and May 31, 1954? Well, loans were 
given on some 7,097,988 bales of cotton for a 
total of $1,169,407,068. Loans advanced on 
corn covered 393,463,175 bushels for a total 
of $621 ,083 ,006. Farmers found it would be 
more advantageous to borrow on some 205,-
641 ,606 bushels of wheat than to sell it, and 
they borrowed $452,724,603. The CCC ad
vanced a total of $264,034,588 in loans on 
some 606,207,666 pounds of tobacco. 

of inventory grocenes--commodities to 
which she had taken title, either by fore
closing on loans or by outright purchase 
programs? Well, wheat led the list, with 
some 672,978,331 bushels acquired over recent 
years for the sum of $1,715,282,304. The next 
big cost item is $670,289,697, for 410,154,072 
bushels of corn. The Government's famous 
butter hoard amounted as of May 31 to 
385,363,991 pounds, which cost $257,700,613. 
Then our cotton friends come into the pic
ture again via the 951,215,056 pounds of re
fined cottonseed oil they sold the Govern
ment for $169,814,315. 

So the list runs in declining proportions, 
and including cheese, dried milk, wool, cot
ton, linters, and a whole ·catalog of still 
lesser· crops. The CCC which, a year ago, 
had $6,750,000,000 for its support programs, 
later got an $8 billion ceiling and is now ask
ing $2 billion more for a total of $10 billion. 
Well, then, do taxpayers who ultimately foot 
the bill for all this wish to insure that they 
will have more and perhaps even bigger bills 
to foot? They should wire their Senators to 
support the high-level fixed-price schemes 
of the farm-bloc Senators in the pending 
Senate fight. If, however, taxpayers wish to 
dodge heavier burdens and even to lighten 
the present load, then they should support 
the President's flexible program. In other 
words, they should stop offering bonuses for 
crops nobody wants. 

C. P. I. 

TRANSPORTATI_ON PROBLEMS OF 
NEW ENGLAND 

Mr. BUTLER. Mr. President, on July 
16, the distinguished Senator from Mas
sachusetts [Mr. KENNEDY], in concert 
with a number of other distinguished 
Senators from the New England States, 
proposed a joint resolution <S. J. Res. 
284) authorizing and directing the Sen
ate Committee on Interstate and Foreign 
Commerce to make a full and complete 
investigation and study of the transpor
tation problems of New England. 

It would appear that action stems from 
certain sectional rate questions now 
pending before the Interstate Commerce 
Commission, and rather than utilize the 
valuable time of the Senate in discussing 
the far-reaching implications of the pro
posal, I ask unanimous consent to have 

• printed in the body of the RECORD a very 
comprehensive letter which I have re· 

ceived from Mr. Karl J. Grimm, trans
portation director of the Baltimore As
sociation of Commerce. 

There being no objection, the letter 
was ordered to be printed in the RECORD. 
as follows: 
BALTIMORE ASSOCIATION OF COMMERCE, 

Baltimore, Md., July 21, 1954. 
Hon. JOHN MARSHALL BUTLER, 

Benate Office Building, 
Washington, D . C. 

DEAR SENATOR BUTLER: I have had the op
portunity to read both Senate Resolution 
284, introduced by Senator KENNEDY, which 
would authorize and direct the Committee 
on Interstate and Foreign Commerce of the 
Senate to make a full and complete investi
gation and study of the transportation prob
lems of New England and the memorandum 
presented in its support. 

The resolution seems to be nothing more 
than· an additional attempt by the New Eng
land interests to bring political pressure upon 
the Interstate Commerce Commission in the 
proceeding now pending before it involving 
freight rates on iron ore imported through 
the- North Atlantic ports, with the ultimate ·
object of securing for the ports of Boston and 
Portland an equality of rates with the port 
of Baltimore. It is unquestionab_ly a sub
stitute for the letter addressed by the New 
England Senators to the Chairman of the 
Commission several months ago which was 
so effectively countered by the prompt action 
of yourself and Senator BEALL. 

Whether I have properly characterized the 
intent of the resolution or not, and attribut
ing to Senator KENNEDY the highest motives, 
and further assuming merit in the substance 
of his supporting memorandum, I am deeply 
concerned by two aspects of the resolution, 
not only as a representative of the port of 
Baltimore, but also as a l~wyer and a prac
titioner before the Interstate Commerce 
Commission. 

First, I am concerned by the · statement 
that the requested investigation should be 
made with the view toward ascertaining 
what changes, if any, should be made in the 
present national transportation policy, espe
cially as it relates to New England. Should 
an investigation with such sectional over
tones be made by the legislative body of the 
Nation, it would surely lead to appeals to 
Congress whenever any section of the coun
try should become dissatisfied with a deci
sion by the Commission. The memorandum 
presented by the Senator from Massachusetts 
cites as precedents the inquiry conducted by 
the Interstate and Foreign Commerce Com
mittee of the Senate into the activities of 
the Civil Aeronautics Board to determine 
whether that agency was acting consistently 
with the national aviation policy enunciated 
by the Congress and to the study of inter
territorial freight rates conducted by the 
Board of Investigation and Research created 
by the Transportation Act of 1940. It is 
well to point out that these inquiries were 
national in scope. No one can properly ob
ject to an investigation by the Congress into 
the activities of the Interstate Commerce 
Commission to determine whether that 
agency is acting consistently with the na
tional transportation policy or to determine 
whether amendments to the Interstate Com
merce Act which are national in scope are 
necessary. But such is not the case here. 
Congress is being asked to act for the benefit 
of one section alone. 

Second, I am disturbed by the aspect of 
legislative ratemaking which is implicit in 
the resolution. While the Congress has the 
unquestioned constitutional power not only 
to regulate but to fix the charges of those 
engaged in interstate and foreign commerce, 
there can be no- question that due to the 
complexities involved that power has been 
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delegated since 1887 to the Interstate Com- tion of what type of farm legislation The editorial is as follows: 
merce Commission, with ·limited• review by should be enacted. I am sure the prob- THE PROGRAM THAT FAILED 
the courts. Since its establishment the lem concerns not alone the farmers Of A number of Midwestern politicians are 
commission has always been considered to Anierica, but . also the consumers of hard at work these days trying· to farm the 
be the body best qualified by training and America. I have been delighted to ob- farmers. The weather being as hot as it is, 
experience to determine such matters in- serve the manner in which the Depart- and the farm problem being as acute as it is, 
eluding those which are the subject of the ment of Agriculture has been conducted they evidently hope to harvest a bumper crop 
proposed resolution. So far as I am advised I of votes. 
this is the first instance in which it has been under the Eisenhower administration. This is the general line of reasoning fol-
suggested that an investigation of this kind state now that I am able to say I shall lowed by these political farmers: 
be conducted by a legislatl've committee. support the recommendations of the 1. Farm income has been shrinking, year 
This would be a most dangerous precedent. President of the United States and the by year, since 1951. · 

The two classic examples of legislative ac- Secretary of Agriculture with respect to 2. At the same ~ime, g~nerally speaking, 
tion to the contrary involving transporta- farm legislation generally, and with :e- the incomes of city workers and bus\p-:ss-4 
tion rates are the Hoch-Smith resolution of spect to ftexible price supports specifi- men have been going u:p~~~~~t.,.c?j.. 
1925 and the Ramspeck resolution of 1940, living has been r~!~.;.. · 
of which you are undoubtedly familiar. The cally. . . 3.~~- ~ups-=l.Jlboti and business--
former, you wm recall, was occasioned by an I belle~e _that ~he re_commendat10ns ~f __b.e~~t{o~v\rious--itinds of Government 
agricultural depression following World War this adm1mstrat10n will be to __ lb,.~_2_r.ed:i!!" trupport. · 
I, and directed the Interstate Commerce of the consumers_£_~~tfle tax:: 4. Therefore, the present system of rigid 
commission to investigate the reasonable- ~e:r:a~~P.Ild' th~ furmers of !'arm-price supports at 90 percent of parity 
ness of transportation rates for the prod- Am~. '::.l. St·- - - should be continued. 
ucts of agriculture. The latter, as you . ·-tPp~ ~~.a ... - - . There is a good deal of truth in points 1, 
will remember, was the outgrowth of ~:r" "S.:.. ~m particularly dellghted to have re- 2 and 3 as stated above. But the question 
spread complaint in the_S..Q.u~-t.!l~~ ceived from the Califo~nia State ~oard of 1~ whether those facts lead logically to the 
rates discriminated aga ~t region in Agriculture a resolutiOn endorsmg the conclusion stated in point 4. Let's take a 
favor of othe~ · ~~litarly the New England . program of the President of the United look. 
~· a antic States. Instead of at- states and of Secretary of Agriculture The Washington news magazine, U.s. News 
'tiiC'&ing the problem on a sectional basis, Benson, relating to :flexible price sup-. & world Report, in its current issue, gives 
congress directed the Interstate Commerce ports. I have a copy of it .in my hand, the basic' facts about farm income in recent 
commission to investigate the lawfulness of and I ask unanimous consent that it be years, and they are not pleasant facts for 
freight rates between all the various regions . . · farmer~r other thoughtful Americans-to 
of the country. As you know, this action prmted m the body of the RECORD as a contemplate. _ 
led to the well-known Class Rate Investiga- part of my remarks. In 1951, the peak year of farm prices (and 
tion, 1939, which is still pending before the There· being no objection, the resolu- also the year following the outbreak of war 
Commission. tion was ordered to be printed in the in Korea) the total American farm income 

In essence, the resolution and supporting RECORD, as follows: was $33 billion. 
memorandum seem to be"llothing more than c.- B Two years later, in 1953, it had shrunk to 

r ion of dissatisfaction by the New RESOLUTION OF CALIFORNIA OJJ:ATE OARD OP $31 -billion. an exp ess AGRICULTURE 
England interests with certain decisions of This year the total 1s estimated at $29 -
'the Interstate Commerce Commission. I COMMENDATION FOR THE SECRETARY OF AGRI- blllion. 
am certain that other regions of the country CULTURE ON HIS PROGRAM FOR FLEXIBLE PRICE Thus the total decline tn 3 years ts about 
feel that at times they have equal cause for SUPPORTS ·$4 billion, or 12 percent. That's bad news 
dissatisfaction. For example, for many years It was regularly moved by Donald C. Bull, not only for farmers but also for the manu· 
the Rocky Mountain States have been dis- seconded by James E. Armstrong, and carried !acturing industries, labor, and the economy 
satisfied with the rail rates to and from the unanimously, that the following resolution as a whole. For it means less buying by the 
eastern seaboard, particularly because of be adopted by the California State Board of farmers, which in turn means !ewer sales · 
lower rates enjoyed by the Pacific Coast Agriculture, meeting at Sacramento, Calif., and fewer jobs in the cities. 
States. Despite their dissatisfaction, they on July 19, 1954: so far as the major farm products are con
have always looked to the Interstate Com- .. Whereas President Eisenhower's farm pro- cerned, the picture is somewhat mixed up. 
merce Commission, rather than to the Con- gram recommendations are designed to guide The income from wheat and cotton-two 
gress, for alleviation of their problems. our agriculture towa,rd a more balanced pro- of the rigid-parity crops-has dropped about 
· Those who are interested in the port of duction, the capturing of lost markets, par-_ 30 percent, the biggest decline of all. 

Baltimore also feel that they have cause for ticularly abroad, and a better condition of Corn income, also supported by rigid par
discontent because of the refusal' of the Com- free enterprise among farmers at home; and tty, has held about even, and this year
mission to recognize its natural advantages .. Whereas the institution of such a pro- . barring severe losses from drought--may be 
to the degree we believe required by the In- gram would mitigate against the accumula- even a little higher than last year. 
terstate Commerce Act as it has been in- tion of costly surpluses: Now, therefore, be it Income from cattle (not price supported) 
terpreted by the courts. It is not our inten- "'Resolved, That the California State Board dropped more than 20 percent in 1953, but is 
tion, however, .to seek relief outside the nor- of Agriculture, meeting at Sacramento, Calif., . expected to hold about level this year. Hogs 
mal channels because we have full confidence July 19, 1954, does hereby highly commend (not price supported) have held about even. 
in the integrity of the Commission and be- the Secretary of Agriculture for his steadfast Dairy products (price supported) have 
cause we recognize that Congress has ap- efforts to institute a program of fiexible price dropped about 10 percent. 
pointed it to act as steward of the transpor- supports in promoting a m.ore healthful agri- The one undeniable truth which emerges .. 
tation policy of the Nation as a whole. culture, and requests that a copy of this !rom this jumble of statistics is this: 

I trust that you can see fit to take the resolution be sent to Secretary Benson." t 
necessary steps to prevent passage of this . The present farm-support program has no 
resolution. For your information I might succeeded in holding farm income at a high 

level. Thus it has failed completely to do 
say that I have alerted our Philadelphia THE PROGRAM THAT FAILED- the job for which it was designed. friends and am certain that Senator DuFF 
will be requested to do likewise. I scarcely EDITORIAL U. S. News & World Report draws this 
need say that your splendid cooperation in Mrs. BOWRING. Mr. President, I conclusion: f f i 1s 
the past with regard to this matter was deep- .. The gradual shrinkage o arm ncome 
ly appreciated not only by the association, ask unanimous consent to have printed taken as an indication that neither Govern
but by myself personally. If you feel that in the body of the RECORD an editorial ment and farmers nor farmers alone have 
I can be of any assistance, please do not entitled, "The Program That Failed," found a formula for dealing with the indus-
nesitate to call upon me. ' published in the Omaha (Nebr.) Evening try's basic problem. ' That problem grows 

Yours very truly, World-Herald of July 21, 1954. 'I'he !rom an ability to produce more than avail-
KARL J. GRIMM, able markets will absorb. And there is some 

Transportation Director. editorial ha& . to do with the proposed question whether lower prices will either 
legislation that the Senate is about to reduce production or increase consumption 
consider, namely, the farm prog:J;am. I enough to lick the problem of surpluses. 

FLEXIBLE AGRICULTuRAL PRICE would. request and appreciate it if the - .. The solution, as farm economists see it, 1s 
wider markets, both in the United States 

SUPPORTS--RESOLUTION OF CAL- editorial -would follow the remarks of the and abroad, or a shift in-the type of a.gricul-
IFORNIA STATE BOARD OF AGRI- Senator from California. ture, both as to crops produced and as to the 

· CULTURE The PRESIDING OFFICER. Is there size of individual farms." 
Mr. KUCHEL. Mr. President, there objection to the request of the Senator This is a massive problem, and there are 

th from Nebraska? T he Chair -hears none. no easy answers. The best -minds o! th~ will_soon be before the Senate e ques-
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farming industry, and of Government, should land of make-believe which is dubbed Holly- heaped upon annual disaster, with the 
be working on it. wood, the producers of this particular mo- same victims, our friends and neighbors 
, But it seems quite evident that the polit- tion picture simultaneously brought to the and - fellow Americans, couragemlsly 

leal farmers who are out trying to harvest audiences of the world ·a film which· may 
votes are not helping very much to solve the honestly be ·described as inspirational, as struggling for survival. 
problem. _ _ challengingly educational, and informative. For an ever greater number of cit~ 

, When they repeat the phrase, "90 percent In this 15th anniversary year it is refresh- izens the struggle is now becoming more 
of parity," th-ey are 8.dvocating a program ing to reflect on the impact this film had in than they can endure unless their Gov
which h~ broken down-a program which, acquainting the entire world with a period ernment acts immediately and effective
in the last 2 years of the Truman adminis- of American history vital to the life of this ly to help them in this catastrophe of 
tration and the first 2 years of the Eisen- Nation, the problems of the passion-torn prolonged drought which is in no way 
hower administration," has led to a steady reconstruction era, and the emotions that 
decline -in farm income. governed the lives of a large segment of this their fault and over which they can have 
. Whether flexible parity would be an im- then-young Nation's people. It may even be no control. 
pro\'6Ri_ent, no one can say in advance. But suggested that Gone With the Wind inspired Mr. HENNINGS. Mr. President, I ask 
a.t-IeastS'ecretafj\--.!!_enson and his colleagues our sout hern commonwealths to new efforts unanimous consent to have printed in 
are searching with aespera-t~ urgency for a to r~capture th_~ glorious place _they oc.cupied the RECORD, as a part of my remarks, a 
better way, a successful way, to keep the durmg an earlle: era. Cer~amly t~us ~lm statement which I have prepared relat
farm country solvent. In this they should._ re~·~~l~d .n~w ~onzons fo~ this Ame~ICan m- ing to Senate Concurrent Resolution 101 
have the support of everyone who has the dustry W'!UCh ~·~ such Widespread mfiuence and matters having to do with the 
interests of the Great Plains region at heart. ~n the minds and be~:ts c! 2ur cou~~ry. dro ght . t · f th t 

GONE WITH THE WIND-AN EPIC 
, MOTION PICTURE 

I feel it entirely Ii-tting~o voiM tii~ oom-_ u In_ my sec Ion o e c_oun ry, 
mendation of our people to all of the ~un- - together With two newspaper editorials, 
dreds of individuals who played varyiiki -- ~~e. from the Kansas City Star and the 
parts in the creation and production of this othb::;vm t_~~New York Times. 
truly memorable ~otion picture version of There being -no ·0-;;j~£!-!~, the state-
a really great Amencan novel. t d d"t · 1 • --~ t....__.t 

men an e 1 ona s were Otaer~;;u. .. u" e. 
printed in the RECORD, as follows: · · - -

~: Mr. KUCHEL. Mr. President, I ask 
unanimous consent to have a statement 
which I have prepared in connection 
with one of the great motion pictures MISSOURI'S DROUGHT SITUATION STATEMENT BY SENATOR HENNINGs 
produced in the State of California . Mr. SYMINGTON. Mr. President, I I was very much interested in Senate Con
printed in the body of the RECORD at this ask unanimous consent to speak for 2 current Resolution 101 introduced Monday 
point in my remarks. minutes with respect to the drought sit- by the senior Senator from Illinois (Mr. 

There being no objection, the state- uation -in the neighboring State of the DouGLAs]. The resolution requests the Sec-
retary of Agriculture to proceed immedi

ment was ordered to be printed in the distinguished Presiding Officer [Mr. ately, under . the authority he already has, 
RECORD, as follows: SCHOEPPEL]. to grant disaster relief loans in drought 

1 STATEMENT BY SENATER KuCHEL The PRESIDING-OFFICER. ~ . there areas .in order to provide for the purchase 
While the hearts of men and women in our objection? The Chair hears none, and and shipment of feeds and such other sup-

land and in far-removed countries around it is so ordered. plies as are needed on an emergency basis. 
the globe this year have been heavily weight- Mr. SYMINGTON. Mr. President, a The Secretary of Agriculture, of course, 
ed by tensions and strains which give rise to few days ago my distinguished colleague, has authority to carry out emergency dis
real apprehension about the future of civili- the senior Senator from Missouri, gave aster relief programs and to put into effect 
zation, this year of 1954 is one of great sig- feed-distribution and beef-purchase pro
nificance in a manner which should not be the Senate a persuasive and factual grams. I have repeatedly called upon the 
overlooked and which should give at least statement about the tragic drought in Secretary, as have other Members from the 
momentary_occasion for feeling that perhaps our State. drought-stricken areas, to take action 1m
the complex problems confronting mankind I do not want to take the Senate's mediately so that the disastrous economic 
are not as terrifying as they sometimes seem. time in unnecessary repetition. But I effects of the droughts of previous years can 

It appears appropriate, I feel , to call to the do urge action now, as every day and be prevented. Thus far the Secretary has 
attention of my colleagues and of the Ameri- hour counts. declined to use the emergency measures at 
can people as a whole the fact that this year W d t d th S t fA . his command, but advises me that "they are 
is the 15th anniversary of · the first presenta- e un ers an e ecre ary 0 gn- watching the situation." This week offi-
tion of a motion picture which truly deserves culture is looking into the situation. cials of the Department of Agriculture are 
the description "epic." I am certain my col- The longer he looks, the fewer solvent going to begin to look over the situation in 
leagues will concur in my sentiment regard- farmers he will see. Missouri. It seems to me that the time 
ing this remarkable history of continued Thousands of the farmers of my State to start thinking about programs of this 
popularity of a motion picture that bril- are moving towards bankruptcy. sort is before the situation is so bad that it 
liantly portrays a stirring periOd in the It is not a lack of responsibility or becomes an emergency and a major dis-
chronicle of America. authority. Rather, it is a failure of the aster. Surely the Department of Agricul-

I refer to the gripping screen version of ture has been aware for months that the 
Margaret Mitchell's dramatic novel .of the administration to assume the former, rainfall this year in the drought area has 
old South, Gone With the Wind. and employ the latter. been scant. Surely the Department of Ag-

Few motion pictures have won such ac- Mr. President, it is difficult to under- riculture must be aware that many of the 
claim and regard as to be labeled "great." stand how we can treat our own citizens seared regions have never fully recovered 
The cinema production of Miss Mitchell's en- in this slipshod fashion. from the droughts of last year and the year 
chanting book has achieved such recogni- It is not as if we are asking the Sec- before. Surely the Department of Agricul-
tion. retary of Agriculture to deal with any ture must know the serious economic straits 

The American motion picture often has new situation or devise new and untried of the farmers throughout the drought-
been condemned just as it frequently has stricken region. And surely the Depart-
been praised for its effect on the character methods. ment of Agriculture must follow its own re-
of people who come under its influence. This is the third straight year Mis~ ports on livestock marketings and know that 
Gone With the Wind is a shining example souri has suffered from drought condi- cattle are being sent to market in great 
of the beneficial and enlightening values tions, and the means are here and avail~ quantities and at depressed prices because 
which attach to carefully produced motion able to help these hapless people. the farmers cannot feed them. 
pictures. This film, as is demonstrated by Specific actions have been recom~ Are we to understand that the Depart-
its history of a decade .and a half of con- mended. As examples, a beef-purchas- ment of Agriculture has just looked at these 
tinued appeal to audiences in this and other facts as they have accumulated one upon 
lands, supplies convincing proof of the abili- ing program, surplus grain and surplus another just as an interesting but otherwise 
ties and merits of the branch of the theatri- seed-distribution programs, an intensive unimportant set of statistics and has 
cal art which has been brought to such a credit program, along with other prac~ learned nothing from previous years? Now 
high degree of development in the State tical actions, have been urged upon the that the Governor of Missouri has declared 
which I have the honor to represent in this Secretary of Agriculture. the entire State a major disaster area, the 
body. , •This situation cannot be gaged by Department is going to start, mind you, 
. Although designed to provide wholesome counting the number of rainless days, or start looking over the situation. Last year, 

enter_tainment, the motion-picture transla- I recall it took months of repeat d · 
Plottl·ng curves of excessi·vely hi'gh tern~ ' e urging tion of Miss Mitchell's novel has achieved a . to move the Department to take any action 

position unique in the records of our Na- peratures. It is practical. There IS no in the matter of the drought-and the relief 
tion's romantic 1llm industry . ... Ftom the ~ theory in it. It is annual disaster _ program was too little and too late. Are 
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we to spend another · entire · summer going 
through the same motions all over again? 

I was very glad to see the resolution in
troduced by my friend and colleague, Senator 
DouGLAs, to provide also for a joint congres
sional committee to investigate' drought con
ditions and make recommendations. As the 
New York Times pointed out in an editorial 
yesterday, "We have to think not only in 
terms of immediate emergency, not only in 
terms of this generation, but in terms of 
all the years to come. Drought and blowing 
dust may do harm in a few weeks that can
not be repaired in centuries. We have, as 
we know, our external enemies, but wind 
and drought and our own recklessness are 
internal enemies with which we must also 
deal." 

1 was very glad to see the resolution intro
duced. I will support it with all my energy. 
I hope that we can get some action on it. 

A few days ago I inserted in the CoNGRES
SIONAL RECORD editorials from the two S~·
Louis papers. Today I cali the atte~tion: of 
my colleagues to another editorial in the 
Kansas City ·sta-r. "The ravages of drought 

_ at'e cumulative," says the Star succinctly. 
''Farmers who may survive on borrowed . 
money for a year or two eventually reach 
the end of their rope. Drought year after 
year is a deadly discouraging thing." 

When large metropolitan papers such as 
the st. Louis Post-Dispatch and Globe-Dem
ocrat and the Kansas City Star and the New 
York Times all recognize that the drought 
has created a crisis in the farmlands of our 
Nation, it behooves the Senate also to recog
nize that a crisis exists and to support the 
Douglas resolution. 

[From the Kansas City Star of July 23, 1954) 
THE DROUGHT CHALLENGE 

Prompt Federal action to meet the drought 
emergency is indicated in President Bisen
hower's response to an appeal by Governor 
Donnelly. There is good reason to hope that 
in Missouri there will be a cooperative, work
ing relationship between the Federal and 
State G0vernments. 

The third year of drought poses a prob
lem that requires the best efforts--directed 
where they will do the most good. We are 
assuming that lessons have been learned 
from the experience of last year. Whel! the 
State of Missouri and the Federal Govern
ment failed to get together on a hay pro
gram the state went its own way with cut
rate hay for anyone who wanted it. 

There is no question that the plan helped 
thousands of farmers save their herds and as 
a 1-year proposition it may have been justi
fied. But riow we are confronted with 
drought on drought. Aid will have to be 
concentrated on the areas and individuals of 
real need. 

The ravages of drought are cumulative. 
Farmers who may survive on borrowed money 
for a year or two eventually reach the end 
of their rope. Drought year after year is 
a deadly discouraging thing. Just as drought 
has a cumulative effect on farmers it also 
affects the supplies of water that are vital 
to the farms. Water tables drop year by 
year until they are out of reach of many 
existing wells. That is why the State is 
making a study of underground water sup
plies. 

Most of this area was helped by the spring 
and early summe.r rains. . Earlier crops ma
tured ahead of the 110-degree heat and ponds 
were restored. In some sections the situa
tion has not yet reached the critical stage. 
But over a large part of Missouri and Kansas 
the rains are ancient history and the sun 
turns its blazing menace on aU. 

1 

[From the New York Tirnes of July 27, 1954] 
AGAIN THE DUST BOWL? 

. Even in the neighborhood of New York 
City, this has been a dry year. This news
paper yesterday published on its front page 
a sad picture of a cornfield at Congers, N.Y., 
with stunted, drooping plants and no pros
pect of much corn on the cob. Similar situ
ations can be found on Long Island and in 
New Jersey. Fruit, vegetables, and hay all 
have suffered. Total .precipitation as meas
ured at the Battery since January 1 has been 
only 14.45 inches, or 9.39 inches less than 
for the same period last year. 

But this area is never within foreseeable 
time going to be a Dust Bowl. Fourte_en 
or fifteen inches of rain might be an abun
dance in some parts of the real Dust Bowl,
which runs roughly from the 100th neridian 
to thF: western boundaries of Wyoming, Col
oradp, and - NeW Mexico. This is the so
called Great Basin. This is where the great 
drought of 20 years ago dried out the land 
and darkened the eastern skies with blowing 
dust. 

Since 1936 much has been done to save 
the soil of the Great Basin. Contour plow
ing has been more widely used, cover crops 
have been grown, there has been some plant
ing of tree belts, and landowners in general 
have learned something about the evils of 
overgrazing, especially by sheep, and over
plowing. But this year has been a test of 
knowledge and of fortitude. Temperatures 
have run high, rainfall has fallen low. In 
Iowa and Missouri there have been plagues 
of grasshoppers. In Oklahoma, Kansas, and 
Nebraska many ranchers got their wheat in 
before the drought took effect, but it is not 
yet sure that all this land should have been 
planted to wheat this year. 1 We still have a 
tendency to mine our land rather than cul
tivate it and preserve it, and in the Great 
Basin the speculative spirit, both in land 
and crops, has always been strong. 

Yesterday Senator DouGLAS, of Illinois, -
introduced a resolution calling for an im
mediate program of drought relief in the 
Midwest and Southwest, and for a joint con
gressional committee to investigate drought 
conditions and make recommendations. Ap
parently this is one of the situations that 
has to be investigated at least once in 20 
years. 

We have to think not only in terms of im
mediate eme~gency, not only in terms of 
this generation, but in terms of all the years 
to come. Drought and blqwing dust may 
do harm in a few weeks that cannot be re
paired in centuries. We have, as we know, 
our external enemies, but wind and drought 
and our own recklessness are internal ene
mies with which we must also deal. 

THE ATOMIC ENERGY BILL 
Mr. ERVIN. Mr. President, I ask 

unanimous consent to have printed in 
the RECORD a statement prepared by me 
on the atomic energy bill. 

There being no objection, the state
ment was ordered to be printed in the 
RECORD, as follows: 

STATEMENT BY SENATOR ERVIN 
THE ATOMIC ENERGY BILL 

1. At 9:50 p. m. last night, that is, Tues
day night, July 27, the Senate passed the 
atomic energy bill after considering it for a 
total of 180 hours and 50 minutes. This blll 
is designed to promote national defense 
through the development of atomic weapons, 
to promote the development of atomic energy 
for medical and other peacetime uses and 
to authorize two-way agreements with free 
nations for cooperation on peacetime uses of 

atomic energy. It contemplates that the 
country is to have the benefit 'of the best 
brains in the atomic energy field and that 
the Government and private enterprise are 
to work hand in hand in the service of the 
American people in this great scientific field. 
It 'gives to rural electrification cooperatives 
and governmental bodies a preference in 
respect to power developed by atomic energy. , 

2. Much of the debate in the Senate over
emphasized the power aspects of the bill. 
This is true because experts in the atoinic 
energy field state that it will be 12 years or 
more before it will be economically feasible 
to produce power by atomic energy for gen
eral uses in any substantial quantities. As 
a consequence, those who have overempha
sized the power aspects of the matter are 
somewhat like the man who invited his 
friends to a rabbit stew before he made 
the rabbit gum to catch the rabbit. 

3. The atomic energy bill is in no sense 
either a Republican measure or a Democratic 
measure. It is a revision of the McMahon 
Act, which was passed by the Congress in 
1946 and takes its name from the late Brien 
McMahon, a Democratic Senator from Con
necticut. The atomic energy bill is based in 
the main on recommendations of the Atomic 
Energy Commission, which is composed of 
five men of high integrity, intelligence, and 
patriotism. Three of the members of the 
Atomic Energy Commission were appointed 
by a Democratic President. The bill was 
formulated by the Joint Committee on 
Atomic Energy, a congressional committee 
composed of both Democrats and Republi
cans. The joint congressional committee 
unanimously recommended the passage of 
the bill by the Congress. The bill was 
championed in the House by an expert ·on 
atomic energy matters, namely, CARL T. DUR
HAM, a Democratic Congressman from North 
Carolina. It was advocated in the Senate by 
another expert on atomic ·energy matters, 
namely, JoHN PASTORE, a Democratic Senator 
from Rhode Island. When the bill came on 
for final passage in the Senate, it was sup
ported by 45 Republicans and 17 Democrats, 
and was opposed by 3 Republicans and 29 
Democrats. Among the Democrats support
ing the bill on final passage was Senator 
LYNDON JOHNSON of Texas, the Democratic 
leader in the Senate. I was present on the 
final passage of the bill and was paired for 
it with Senator EAsTLAND, of Mississippi, who 
opposed the bill and who was engaged in a ., 
primary election in his State. 

4. When my predecessor, the late Clyde 
R. Hoey, died, one of his associates in the 
Senate said that Senator Hoey always voted 
for what he thought was right under exist
ing conditions and in the light of all the 
information at his command. I want to as
sure the people of North Carolina that I will 
pursue this same course as long as I am 
privileged to represent them in the United 
States Senate, however long or short the 
period of my service may be. 

5. I followed this course in respect to the 
atoinic energy bill. Being conscious of my 
ignorance in this scientific field, I studied 
the bill, the evidence given by witnesses be
fore the joint congressional committee while 
it was considering the bill, the report of the 
joint congressional committee to the House 
and Sena.te, and the reports of the Atomic 
Energy Commission to the joint congres
sional committee. It was like going to school 
again, because these documents covered 
1,450 pages. In addition to this, I listened to 
as much of the debate in the Senate as was 
humanly possible, considering the fact that 
the debate lasted approximately 180 hours 
altogether. As a result of my study, I 
reached the deliberate conclusion that the 
atoinic energy bill is a meritorious measure. 
To be sure it is not perfect. No bill o! 
such magnitude can be perfec~. 
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The PRESIDING OFFICER. Is there 
further morning business? 

If not, morning business is closed. 

ARTHUR S. ROSICHAN-CONFER
ENCE REPORT 

· Mr. WILEY. Mr. President, I sub
mit a report of the committee of con
ference on the disagreeing votes of the 
two Houses on the amendment of the 
Senate to the bill <H. R. 3522) for the 
relief of Arthur S. Rosichan. I ask 
unanimous consent for the present con
sideration of the report. 

The PRESIDING OFFICER. The re
port will be read for the information of 
the Senate. 

The legislative clerk read the report, 
as follows: 

. The committee of conference on the dis
agreeing votes of the two Houses on the 
amendment of the Senate to the bill (H. R. 
3522) · for the relief of Arthur S. Rooichan, 
having met, after full and free conference, 
have agreed to recommend and do recom
mend to their respective Houses as follows: 

That the Senate recede from its amend
ment. 

ALEXANDER WILEY, 
JOHN MARSHALL BUTLER, 
OLIN D. JOHNSTON, 

Managers on the Part of the Senate. 
EDGAR A. JONAS, 
WILLIAM E. MILLER, 
THOMAS J. LANE, 

Managers on the Part of the House. 

The PRESIDING OFFICER. Is there 
qbjection to the present consideration 
of the report? 

There being no objection, the Senate 
proceeded to consider the report. 

Mr. WILEY. Mr. President, the bill 
<H. R. 3522) as it passed the House pro
vided for $1,935.85. The Senate thought · 
that was a little excessive, and reduced 
it to $659.85. The conferees considered 
the matter and agreed .that the House 
was correct in its amount. 

The PRESIDING OFFICER. The 
question is on agreeing to the conference 
report. 

The report was agreed to. 

LEGISLATIVE PROGRAM 
Mr. JOHNSON of Texas. Mr. Presi

dent, if I may have the attention of the 
distinguished majority leader, I rise for 
the purpose of receiving information 
from him as to his recommendations of 
the program for the remainder of the 
week and as far ahead as he can antici
pate. I assume the Senate will proceed 
to consider the foreign aid bill today, 
but there are several conference reports 
pending. In order that Members on 
both sides of the aisle may have infor
mation, and I observe that some of them 
are present, I wonder if the majority 
leader would be kind enough to state 
to us what his hopes are. 

Mr. KNOWLAND. Mr. President, I 
would say to the distinguished minority 
leader that what I had in mind was that 
we would proceed, immediately after 
the morning hour, with the foreign aid 
bill. At about 12:05 p.m. today, I shall 

move that the Senate stand in recess so 
that it may proceed in a body to the 
Hall of the House of Representatives to 
attend the joint meeting, at which Presi
dent Syngman Rhee, of the Republic of 
Korea, will speak. I assume that Mem
bers of the Senate will be back in this 
Chamber in approximately 45 minutes, 
and we will resume consideration of the 
foreign aid bill at that time. 

During the course of the afternoon, 
perhaps at about 3 o'clock or there
abouts, we may then proceed with the 
privileged matter of the conference re
port on the housing Iegisla tion. 

Mr. JOHNSON of Texas. All Senators 
who are interested in the conference re
port on the housing bill are on notice 
that they should be here and prepared to 
discuss it SOII)etime during the middle of 
the afternoon; is that correct? 

Mr. KNOWLAND. That is correct . 
Then we shall proceed with considera

tion of the foreign-aid bill until it has 
been disposed of. I would not expect the 
session tonight to run beyond perhaps 9 
or 9:30, . unless it would seem· that we 
could finish the bill in a short time. I 
do not wish to hold the Senate in a late 
session today. 

As soon as we have completed action 
on the foreign-aid bill, I shall then move 
to make the unfinished business the farm 
bill; and then we shall proceed to de
bate it. 

I understand that today the House of 
Representatives is taking up the confer
ence report on the tax bill. I have not 
yet had a chance to discuss with the dis
tinguished Senator from Colorado [Mr. 
MILLIKIN J his desires in regard to calling 
up that conference report; but pending 
that discussion, I think we would not call 
it up-even if the House should act to
day-until either tomorrow, Friday, 
Saturday, or Monday. That will de
pend somewhat on the situation. 

Mr. JOHNSON of Texas. Do I cor
rectly understand that the Senator from 
California plans to interrupt discussion 
of the farm bill, to take up the conference 
report on the tax bill? 

· Mr. KNOWLAND. Yes; that is cor
rect. 

It is my plan to have a session on 
Saturday, just as on other days; but I 
hope we can end the Saturday session a 
little earlier in the evening than in the 
case of the other days when we shall be 
meeting. Of course, right after the con
vening of the Senate on Saturday, we 
plan to ask unanimous consent for a call 
of the calendar of measures to which 
there is no objection, from the beginning 
of the calendar, so that we may have a 
chance to go through the calendar once 
more. 

Undoubtedly we shall continue debate 
on the farm bill in the early part of next 
week, even though that bill is made the 
Unfinished business this week, for the 
opening of the debate on it. I shall 
check further on our calendar, and shall 
advise the minority leader as soon as pos
sible as to what the program thereafter 
will be. 

Mr. IVES. Mr. President, will the 
Senator from California yield? 

Mr. KNOWLAND. I yield. 

Mr. IVES: Will the distinguished 
Senator from California give some indi
cation as to when he expects to have a 
call of the Executive Calendar? 

Mr. KNOWLAND. Yes; I have taken 
that up with the minority leader. The 
minority are checking on a few nomina
tions which they wish to check upon. 
I hope we can dispose of the remainder 
of the Executive Calendar, with the ex
ception of that relatively small num
ber, this afternoon-and, I hope, soon 
after we return from the meeting with 
the House of Representatives, if not 
before. 

Mr. JOHNSON of Texas. Mr. Presi
dent, will the Senator from California 
yield to me? 

Mr. KNOWLAND. I yield. 
Mr. JOHNSON of Texas. At the sug

gestion of the majority leader, the mi
nority leader has discussed the Execu
tive Calendar with the chairman of the 
Committee on Post Office and Civil 
Service, and he is now attempting to 
clear up some problems which have 
been presented to the minority leader. 
As soon as we can get a report on just 
what action the committee took, and 
can confer with the ranking minority 
member of the committee, we shall be 
willing to have the Senate proceed to 
take up the Executive Calendar. 

MUTUAL SECURITY ACT OF 1954 
The Senate resumed the considera

tion of the bill (H. R. 9678) to promote 
the security and foreign policy of the 
United 'states by furnishing assistance 
to friendly nations, and for other pur
poses. 

Mr. WILEY addressed the Senate. 
After having spoken for about 30 min
utes he was interrupted by-

Mr. KNOWLAND. Mr. President, I 
wonder if the distinguished Senator from 
Wisconsin would be prepared to yield at · 
this point with the understanding that 
he will not lose the :floor, and that when 
the Senate returns to its Chamber he 
may continue with his address, so that 
it will not be broken up. 

Mr. WILEY. With that understand
ing, I yield. 

<Mr. WILEY's address in its entirety 
appears later in today's RECORD under the 
heading "Mutual Security Act of 1954," 
when the Senate resumed the considera
tion of House bill 9678.) 

Mr. KNOWLAND. I suggest the ab
sence of a quorum in order to alert Sen
ators to the fact that the time has nearly 
arrived when the Senate will proceed in 
a body to the Hall of the House of Rep
resentatives to hear the address to be 
delivered by President Syngman Rhee, of 
the Republic of Korea, to the joint meet
ing of the two Houses of Congress. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. KNOWLAND. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 
. The PRESIDING OFFICER. Without 

objection. it is so ordered. 
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Mr. KNOWLAND. Mr. President, I 
move that the Senate proceed to the con
sideration of executive business. 

The motion was agreed to; and the 
Senate proceeded to the consideration of 
executive business. 

EXECUTIVE MESSAGES REFERRED 
The PRESIDING OFFICER laid before 

the Senate messages from the President 
of the United States submitting sundry 
nominations and withdrawing three 
nominations, which nominating mes
sages were referred to the appropriate 
committees. 

<For nominations this day received, 
see the end of Senate proceedings.) 

EXECUTIVE REPORT OF A 
COMMITTEE 

The following favorable report of a 
nomination was submitted: 

By Mr. JENNER, from the Committee on 
Rules and Administration: 

Lawrence Quincy Mumford, of Ohio, to be 
Librarian of Congress. 

The PRESIDING OFFICER. If there 
be no further reports of committees, the 
clerk will proceed to state the nomina
tions on the Executive Calendar. 

POSTMASTERS 
The legislative clerk proceeded to read 

sundry nominations of postmasters. 
Mr. KNOWLAND. Mr. President, I 

ask unanimous consent that the nomi
nations of postmasters be considered and 
confirmed en bloc, with the exception 
of the nomination of Mr. Thomas W. 
Robison, of Lecompte, La., and the nomi
nation of Mr. Hoy c. Correll, of China 
Grove, N.C. 

Mr. SPARKMAN. Mr. President, is 
the Senator excepting only those two? 

Mr. KNOWLAND. I had understood 
that they were the only ones which had 
been brought to the attention of the mi
nority leader. 

Mr. SPARKMAN. My understanding 
is that the entire group from Alabama 
should be held up. I have not discussed 
this with my colleague, the senior Sena
tor from Alabama [Mr. HILL], within 
the last few days, but when the nomina
tions first appeared on the calendar he 
and I did discuss them, and they had 
not been cleared by our respective offices, 
but we were in the process of discussing 
them with the respective Representa
tives from the districts involved. 

Mr. KNOWLAND. I have no objec
tion to excluding the Alabama list at 
this time. 

Mr. SPARKMAN. I wish the Senator 
would, and we will confer immediately 
about the matter. 

Mr. JOHNSON of Texas. Mr. Presi
dent, let me say to the Senator ·from 
Alabama that each day we ask that the 
Executive Calendar be checked with the 
proper committee. Only a few minutes 
ago the ranking Democratic member of 
the Committee on Post omce and Civil 
Service notified us that the Louisiana. 

nomination and the North Carolina 
nomination should be held up, but he 
said there were no objections to the 
others. We did not contact each Sena
tor from each State. The procedure 
has been that if any Senator had objec
tion he would notify the committee, and 
the committee in turn would notify the 
leader. This is the first time I have 
heard of the Alabama situation. 

Mr. SPARKMAN. I had understood 
that the procedure would be a little dif
ferent. It may be that we are proceed
ing under an erroneous understanding. 

Mr. JOHNSON of Texas. The Sena
tor from South Carolina is ·now on the 
floor of the Senate, and he just notified 
me that except for the nominations in 
North Carolina and Louisiana, the rest 
of the nominations were satisfactory. 

Mr. SPARKMAN. My understanding 
has been that ordinar ily the committee 
did not report the nominations until the 
Senators from the States had returned 
the cards clearing them. As soon as I 
saw these nominations the first day they 
appeared on the calendar, I called my 
office and talked with my secretary, and 
he said, "No, we did not send them back." 
As a matter of fact, when I saw them on 
the calendar I looked all of them up, 
and we were checking them with the 
respective Representatives. 

Mr. KNOWLAND. Mr. President, my 
recollection of the practice which has 
been followed-because I got cards when 
I was in the minority-is that they were 
returned in 5 days, or some reasonable 
time, I presume because otherwise the 
holding out of a card would completely 
tie up the whole process. 

Mr. SPARKMAN. That is undoubted
ly true, but I understood these cards as 
to the Alabama nominations had not 
been given the usual treatment. 

Mr. JOHNSTON of South Carolina. 
Mr. President, it may be that many have 
been taken by surprise at the new pro
cedure. We changed the procedure in 
the committee at the last meeting, I be
lieve it was. Heretofore we did not take 
the nominations up until the cards had 
been returned. But now if a card is not 
returned and no objection is made, we 
have taken up the nominations and re
ported them. 

Mr. KNOWLAND. I am perfectly 
willing to hold up the nominations from 
Alabama on the same basis on which 
the others are passed over, but I hope 
the Senators will proceed with diligence. 

Mr. SPARKMAN. We have cleared 
quite a number in Alabama. We are 
checking up on the nominations. 

Mr. MONRONEY. Mr. President, per
haps to clear up a little of the misunder
standing, I should say that the Demo
cratic members of the committee agreed 
with the chairman, that after due notice 
and due reminder to the Members of the 
Senate, the system would be changed, 
that holding up the cards would no longer 
serve as an objection, that an affirmative 
objection must be made if the nomina
tions were not to go to the calendar, or 
reasons for objections to the appoint
ments must be spelled out in some detail.. 

I do not intend to block the list, but 
the only thing I object to is the very 

sloppy work of the staff of the Post Office 
and Civil Service Committee, which, so 
far as I know, to this day has not laid 
before the Democratic members and the 
Republican members of the committee 
the list of those whom we are asked to 
confirm as postmasters. This is making 
a mockery of the procedure. I do not 
think any Member on the Democratic 
side or on the Republican side has ever 
seen this list. 

Mr. JOHNSTON of South Carolina. I 
make the point that at least 4, and per
haps 5, Democratic members of the com
mittee were present when the nomina·
tions were brought up, and that the 
nominations were reported with their 
consent or approval. 

Mr. MONRONEY. I mention this be
cause I have repeatedl.y urged in the 
committee that the practice be corrected. 

Mr. KNOWLAND. I was about to 
suggest that, because of the time ele
ment, I would move that the Senate re
cess in executive session, so that we might 
continue the matter when we return 
from the House of Representatives. We 
are due in the House of Representatives 
for a joint meeting. 

Mr. MONRONEY. I think that would 
be agreeable. 

JOINT MEETING OF THE TWO 
HOUSES-ADDRESS BY PRESI
DENT SYNGMAN RHEE, OF THE 
REPUBLIC OF KOREA 
Mr. KNOWLAND. Mr. President, as 

in ·executive session, I move that the 
Senate stand in recess subject to the call 
of the Chair. 

The motion was agreed to; and (at 12 
o'clock and 10 minutes p. m.) the Senate 
took a recess, subject to the call of the 
Chair. 

The PRESIDING OFFICER. The 
Senate will now proceed to the Hall of 
the House of Representatives for the 
joint meeting with the House to listen 
to the address to be delivered by Presi
dent Syngman Rhee, of the Republic of 
Korea. 

Thereupon, the Senate, preceded by 
the Vice President, its Sergeant at Arms, 
Forrest Harness, and its Secretary, Mark 
Trice, proceeded to the Hall of the House 
of Representatives to listen to the ad• 
dress .to be delivered by President Syng .. 
man Rhee, of the Republic of Korea. 

<For address of the President of the 
Republic of Korea, see House proceed
ings, pp. 11767-11769.) 

At 1 o'clock and 6 minutes p. m., the 
Senate, having returned to its Chamber, 
reassembled, and was called to order by 
the Presiding Officer (Mr. HENDRICKSON 
in the chair) • 

EXECUTIVE SESSION 
The Senate resumed the consideration 

of executive business. 
Mr. KNOWLAND. Mr. President, I 

suggest the absence of a quorum. 
The PRESIDING OFFICER. The 

Secretary will call the roll. 
The legislative cierk proceeded to call 

the roll. 
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Mr: KNOWLAND. Mr. President, I 
ask unanimous consent that the order 
for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. KNOWLAND. Mr. President, in 
addition to the prior request I had made 
that the nomination of Mr. Thomas W. 
Robison, of Louisiana, and the nomina
tion of Mr. Hoy C. Correll, of North 
Carolina, be held up temporarily until 
further check could be made, I also ask 
that the list of postmaster nominations 
for Alabama be passed over at this time. 

Mr. MONRONEY. Mr. President, will 
the Senator yield? 

Mr. KNOWLAND. The Senator from 
Oklahoma, I think; was discussing the 
matter when the recess was taken; so I 
yield to him. 

Mr. MONRONEY. I thank the dis
tinguished majority leader. 

The PRESIDING OFFICER. This 
is according to a unanimous-consent 
request, is it not? 

Mr. KNOWLAND. I ask that I be 
allowed to yield first to the Senator from 
Oklahoma. 

The PRESIDING OFFICER. The 
Chair recognizes the Senator from Okla
homa. 

Mr. MONRONEY. During the recess 
of the Senate, I have had a chance to 
discuss this matter with the distin
guished chairman of the Post Office and 
Civil Service Committee, the Senator 
from Kansas [Mr. CARLSON]. I under
stand the list of nominees was agreed 
to by the Post Office and Civil Service 
Committee. However, I had not yet 
arrived at the meeting, it being one of 
those 10 o~clock meetings following one 
of the brief sessions of the Senate which 
we have been having which ran around 
the clock. Consequently, the junior 
Senator from Oklahoma was some 20 
minutes late, and was never informed 
that the list had formally been presented. 

I further discussed with the distin
guished chairman the procedure which 
we had urged a week before, namely, 
that with a view to the orderly trans
action of the Senate's very important 
business of confirming nominations the 
names should be listed before being 
acted on by the committee, and that we 

. should maintain those lists so that both 
the majority and minority Members 
would know just exactly what nomina
tions were being recommended to the 
Senate. Senators on both sides of the 
aisle have a very important duty to the 
country in confirming nominations. 

Mr. KNOWLAND. I agree with the 
Senator from Oklahoma. 

Mr. MONRONEY. I think we on the 
Democratic side have proven our coop
eration by the fact that more than 1,500 
postmasters confirmed or recommended 
for confirmation and perhaps less than 
100 have been held up for further study. 
Only when the rights of veterans have 
been overridden, or something called 
community acceptability has been substi
tuted for time-honored veterans' rights, 
or other procedures of that kind, have 
we raised a question. 

There is certainly no disposition on 
the part of any members of the Com
mittee on Post Office and Civil Service 

to withhold confirmationS en bloc or to 
withhold confirmation of any certain 
number of nominations. Only in spe
cific cases when there was a question 
raised as to the procedures under which 
the nominees were selected, or when 
there was a question as to whether vet
erans rights had been ignored, or when 
other material qualifications important 
to their eligibility had been ignored did 
we think the nominees should be care
fully screened. 

I am sure the majority leader will 
agree that it is the duty of the minority 
to make certain of the qualification of 
nominees. Therefore, I would raise no 
objection to the immediate considera
tion of the list of nominees. I feel sure, 
now that the distinguished majority 
leader has said we will have the lists 
available before we are called on to act, 
we will be able to work out a better 
system. 

Mr. KNOWLAND. I thank the Sen
ator from Oklahoma. 

I yield to the Senator from South 
Carolina. 

Mr. JOHNSTON of South Carolina. 
Following up what the Senator from Ok
lahoma has just said, I should like to 
state that after the rules had been 
changed in the committee, I did ask that 
the Members in the future be submitted 
a list of nominations for postmasters, 
State by State, in order that they might 
know on what they were voting. It was 
my understanding that request was 
agreed to, and that the list would be 
submitted. 

Mr. CARLSON. Mr. President-
Mr. KNOWLAND. I yield to the Sen

ator from Kansas. 
Mr. CARLSON. First I want to state 

that, as far as the Post Office and Civil 
Service Committee is concerned, there 
has been the finest cooperation between 
the majority and the minority in regard 
to submitting postmaster nominations 
and legislation generally. There has 
never been any question but that nom
inations would be held by the commit
tee or any Senator if there was objec
tion. The Members, if they request 
further investigation, are requested to 
notify the chairman of the committee. 
It has been the policy for years now, 
and was under the previous distin
guished chairmanship of the Senator 
from South Carolina [Mr. JoHNSTON], to 
forward every Senator a card contain
ing the nominations as submitted by 
the President to the Senate. There is 
nothing on the card which says it should 
be returned within so many days if there 
is objection, but it has been the policy 
and understanding that if the Senator 
had any question, the nominations were 
held up and taken up at the next meeting 
of the committee. No confirmation of a 
nominee will be made if there is a Sen
ator's personal objection to it. I had 
urged every Senator who had objection 
to notify me. The Senator from North 
Carolina [Mr. ERVIN] came to me and 
requested that one nominee submitted be 
held and I so advised the majority and 
minority leaders. In fact I request it 
be held. The same applies to the Sen
ator from Louisiana. If the Senator 
from Alabama desires more time, I cer-

tainly have no objection. Every Sena
tor whose nomination cards were not 
returned was notified by letter 3 weeks 
ago that, as we were approaching the end 
of · the session, it was desired to act on 
the nominations. If they had no per
sonal objection, the nominations would 
be submitted. In fact the nominations 
would be on the following list. 

Mr. President, I ask unanimous con
sent to have the letter to which I re
ferred ·printed in the RECORD at this point 
in my remarks. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as. follows: 

JULY 6, 1954. 
DEAR SENATOR: The 2d session Of the 83d 

Congress is drawing to a close. Therefore, 
within the next week or two, in keeping wit h 
the usual procedure, I shall want to report 
to the full committee all pending postmaster 
nominations. 

The President has submitted a list of post
master nominations from the State of Wash
ington to· the Senate and they have been 
referred to our committee for action. 

Enclosed is a list of the postmasters from 
the State of Washington that is now before 
our committee. 

If you have any personal objections to any 
of the nominations submitted to our com
mittee, I would appreciate it very much if 
you would advise me. 

With kindest regards, I am, 
Sincerely yours , 

FRANK CARLSON, 
Chairman, Senate Post Office and 

Civ il Service Committee. 

Mr. CARLSON. Mr. President, we 
have done a very good job. I served in 
the minority on the House side for 12 
·years. Nobody ever consulted me about 
postmaster nominations. I served one 
term on the minority side in the Senate, 
and I signed every card submitted to me 
except when I had personal objection to 
the nomination. 

Mr. JOHNSTON of South Carolina. 
Mr. President-

The PRESIDING OFFICER. Does 
the Senator from California yield to the 
Senator from South Carolina? 

Mr. JOHNSTON of South Carolina. 
It was agreed that each member of the 
committee would be submitted a list 
showing the various postmaster nomina
tions involved. 

Mr. KNOWLAND. I yield to the Sen
ator from Ka.nsas. 

Mr. CARLSON. I wish to state to 
the minority Members that such a list 
will be available. It has been handled 
in this manner for years. The list of 
nominations come to us, and cards are 
sent out. When the clerk reports the 
nominations to the committee for ap
proval he submits only those names 
which both Senators have approved. 
We do not go into every individual case 
and name, but from now on the list of 
names will be submitted to every member 
of the committee. 

Mr. KNOWLAND. I yield to the Sen
ator from South Carolina. 

Mr. JOHNSTON of South Carolina. 
We have taken up most of the postmaster 
nominations. 

Mr. KNOWLAND. I yield to the Sen
ator from Alabama. 

Mr. SPARKMAN. I want to make it 
clear that the mere fact that the nomi-
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nations from Alabama are going over at 
this time does not necessarily mean there 
is any opposition to any_ one of the nomi
nees. The letter to which, the Senator 
from Kansas refers probably came to my 
office, but, if so, I failed to note the 
change. When I noticed the nomina
tions on the calendar, I asked my secre
tary to ·make certain we had checked 
each of those who had been nominated. 
I am sure the chairman of the commit
tee knows we have cleared a good num
ber of postmasters in the State of Ala
bama, and we have made it publicly 
known in our State that we would not 
hold up the confirmation of any post
master when the nomination had been 
regularly made. We made the fact clear 
to our Republican friends there that we 
would not hold up the nominations in 
the Post Office Department merely for 
the sake of holding tl:em up. 

All we asked was that the regular pro
cedure be followed and that the rights, 
certainly, of veterans be protected in 
making the selections. 

Our procedure is as follows: When the 
nomination of a postmaster comes before 
us we check on it with the Representa
ti~e in whose district the post office lies, 
because ordinarily he has a more inti
mate knowledge of the situation than 
we can hope to have. That is what we 
are in the process of doing now; and I 
wish to make it amply clear that this is 
not to be interpreted at all as an objec
tion to a single one on the list. I am 
certain that most of them, and it is en
tirely possible that all of them, will be 
cleared when we complete our check. 

Mr. KNOWLAND. I thank the Sen
ator from Alabama. 

Mr. JOHNSON of Texas. Mr. Presi
dent, will the Senator from California 
yield to me? 

Mr. KNOWLAND. I yield. 
Mr. JOHNSON of Texas. Mr. Presi

dent, these postmaster nominations have 
been on the executive calendar since 
July 23. The minority leader attempts 
to protect every member of the minority. 
But the procedure he follows is to check 
with the minority members of the com
mittee. 

I wish to ask each Member of the mi
nority who may be interested in having 
any nomination that is reported to the 
calendar passed over or objected to, 
please to show the leader consideration, 
by telling him, so he can make proper 
objection. 

The majority leader came to me and 
asked me to have this Executive Calen
dar checked. I went to the ranking mi
nority member of the committee; I went 
to the staff of the committee. I was in
formed that the names on this calendar 
were satisfactory, with two exceptions: 
One, a postmaster nomination in Loui
siana; the other, a postmaster nomina
tion in North Carolina. 

Certainly I would have objected to the 
nominations from other States, had a 
simple suggestion been made by the Sen
ators from those States. 

I ask that Members notify me when 
nominations to which they have objec
tion are reported. If that is done, we 
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shall not get into this kind of brawl any 
mor~ .. 

Mr. CARLSON. Mr. President, will 
the Senator from California yield to me? 

Mr. KNOWLAND. I yield. 
Mr. CARLSON. I should like to make 

one more statement, in view of the state
ment of the Senator from Oklahoma 
[Mr. MoNRONEY], and in regard to the 
staff of the committee. We have a good 
staff, and they are working together. As 
chairman I can state that I have had the 
finest cooperation from every one of 
them. They are rendering real service 
to the committee and the Congress. 

The PRESIDING OFFICER. The 
clerk will proceed to state the nomina
tions on the Executive Calendar. 

POSTMASTERS 
The legislative clerk proceeded to read 

sundry nominations of postmasters. 
Mr. KNOWLAND. Mr. President, I 

ask unanimous consent that all the post
master nominations, with the exceptions 
noted, namely, those in Alabama; the 
one in Louisiana; and the nomination of 
Hoy c. Correll, of North Carolina, be 
confirmed en bloc; in other words, I am 
asking that, with those exceptions, the 
remaining postmaster nominations be 
confirmed en bloc. 

The PRESIDING OFFICER. With
out objection, the postmaster nomina
tions, as specified are confirmed en bloc. 

The clerk will proceed to state the new 
reports on the Executive Calendar. 

DEPARTMENT OF THE TREASURY 
The legislative clerk read the nomi

nation of W. Randolph Burgess, of New 
York, to be Under Secretary of the 
Treasury for Monetary Affairs. 

The PRESIDING OFFICER. With
out objection, the nomination is con
firmed. 

The legislative clerk read the nomina
tion of Laurence B. Robbins, of Illinois, 
to be Assistant Secretary of the Treasury. 

The PRESIDING OFFICER. With
out objection, the nomination is con
firmed. 

UNITED STATES TARIFF 
COMMISSION 

The legislative clerk read the nomina
tion of Glenn W. Sutton, of Georgia, to 
be a member of the United States Tariff 
Commission. 

The PRESIDING OFFICER. With
out objection, the nomination is con
firmed. 

COMPTROLLERS OF CUSTOMS 
The legislative clerk read the nomina

tion of Albert V. Becker, of lllinois, to 
be comptroller of customs with head
quarters at Chicago, Ill. 

The PRESIDING OFFICER. Without 
objection, the nomination is confirmed. 

The legislative clerk read the nomina
tion of Raymond L. Rhodes, of New 
Jersey, to be comptroller of customs with 
headq!J,ar~rs at New York, N. Y. 

The PRESIDING OFFICER. Without 
objection, the nomination is confirmed. 

COLLECTOR OF CUSTOMS 
The legislative clerk read the nomina

tion of Arthur Rogers to be collector of 
customs for customs collection district 
No. 43, with headquarters at Memphis, 
Tenn. 

The PRESIDING OFFICER. Without . 
objection, the nomination is confirmed. 

DEPARTMENT OF AGRICULTURE 
The legislative clerk read the nomina .. 

tion of Earl L. Butz, of Indiana, to be 
Assistant Secretary of Agriculture. 

The PRESIDING OFFICER. Without 
objection, the nomination is confirmed. 

FOREIGN OPERATIONS 
ADMINISTRATION 

The legislative clerk read the nomina
tion of William F. Russell, of Connecti
cut, to be Deputy Director for Technical 
Services, Foreign Operations Adminis
tration. 

The PRESIDING OFFICER. Without 
objection, the nomination is confirmed. 

DIPLOMATIC AND FOREIGN SERVICE 
The legislative clerk proceeded to read 

sundry nominations in the Diplomatic 
and Foreign Service. 

Mr. KNOWLAND. Mr. President, I 
ask unanimous consent that the nomina
tions in the Diplomatic and Foreign Ser
vice be confirmed en bloc. 

The PRESIDING OFFICER. Without 
objection, the nominations in the Diplo
matic and Foreign Service are confirmed 
en bloc. 

Mr. KNOWLAND. Mr. President, I 
ask unanimous consent that the Presi
dent be immediately notified of all these 
confirmations of nominations. 
. The PRESIDING OFFICER. Without 
objection, the President will be notified 
forthwith. 

LEGISLATIVE SESSION 
Mr. KNOWLAND. Mr. President, I 

move that the Senate resume the con
sideration of legislative business. 

The motion was agreed to, and the 
Senate resumed the consideration of 
legislative business. 

ORDER OF BUSINESS 
Mr. KNOWLAND. Mr. President, 

when we went into executive session, or 
at least when the Chair recognized the 
majority leader, it -was in the middle of 
the opening remarks of the Senator from 
Wisconsin [Mr. WILEY] on the foreign
aid bill. I had requested unanimous con-

. sent that if he would permit an inter
ruption, in order to enable us to take up 
the Executive Calendar, and then to at
tend the joint meeting with the House 
of Representatives, it would be under
stood that he would be recognized when 
we resumed the legislative session, and 
that his speech would have continuity. 
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The PRESIDING OFFICER. The The PRESIDING OFFICER. Let the 

Chair is cognizant of that fact. There· record show that the Senator from Wis. 
fore, the Chair now recognizes the Sena.. consin has yielded for this colloquy. 
tor from Wisconsin. 

Mr. WILEY. Mr. President--
Mr. MANSFIEI.D. Mr. President, will MUTUAL SECURITY ACT OF 1954 

the Senator from Wisconsin yield, in The Senate resumed the consideration 
order to permit me to ask a question of of the bill <H. R. 9678) to promote the 
the majority leader? security and foreign policy of the United 

Mr. WILEY. I yield for that purpose. States by furnishing assistance to 
Mr. MANSFIELD. I had understood- friendly nations, and for other purposes. 

that the Senator from Wisconsin had Mr. WILEY. Mr. President, late last 
completed his remarks, and that at 3 month the President of the United 
o'clock the Senator from Indiana [Mr. States asked the Congress to authorize 
CAPEHART] was going to submit the con· a mutual security program for this year 
terence report on the housing bill. I had in the amount of $3.5 billion. In his 
thought the time between now and 3 message to the Congress, President 
o'clock would be available for other Eisenhower emphasized that this pro· 
speeches on the Foreign Operations Ad· gram is designed to develop closer re· 
ministration. lations with friendly nations and to 

Let me ask whether the distinguished build, in concert with our allies, a com· 
chairman of the Foreign Relations Com· mon defense. He pointed out that a 
mittee had completed his remarks. common defense system evolved in con· 

Mr. KNOWLAND. No; he has not fin· cert with our allies is far less expensive 
ished his remarks. to our people and far more effective for 

Mr. MANSFIELD. Is it true that the the free world than a defense structure 
distinguished chairman of the Banking erected only on our soil, consisting only 
and Currency Committee will proceed to of our forces. He added that the 
discuss the conference report on the amounts requested for the program _are 
housing bill at 3 o'clock, following the minuscule compared to the cost of global 
remarks of the chairman of the Foreign war which these programs help to 
Relations Committee? prevent. 

Mr. KNOWLAND. I did not quite un· A striking example of how the Mutual 
derstand that the proceedings on the Security Act helps us to obtain maximum 
conference report on the housing bill collective security with the minimum ex· 
would begin precisely at 3 o'clock. I said penditure of material and manpower is 
the plan was to have the conference re· to be found in Turkey. There, as are· 
port on the housing bill taken up some· suit of United States assistance, some 
time in the course of the afternoon- 20 divisions of splendid fighting quality 
after we had returned from the joint are maintained in one of the most stra· 
meeting with the House of Representa· tegic locations in the world. Yet the 
tives, and, I assumed, after the distin· human and economic cost to our Nation 
guished senior Senator from Wisconsin is but a minor fraction of that of main· 
had completed his remarks and after we taining comparable American units un· 
had considered the Executive Calendar. der arms. 
I said it would be agreeable to me to have The Committee on Foreign Relations 
the conference report on the housing bill held extensive hearings on the proposed 
taken up at that point. legislation. The printed hearings are 

Let me say we have one other confer.. before the Senate. They are accom .. 
ence report that is ready. panied by the committee report, which 

Mr. MANSFIELD. That is a satisfac.. should serve to answer many of the ques .. 
tory explanation; I simply wished to tions that Senators may have about the 
have the record straight. bill. It must be noted, however, that 

Mr. KNOWLAND. There is also the some matters have not been covered in 
conference report on the SEC bill, which detail in the report, because to make 
I understand has been cleared with the them public would breach the security 
minority and, in particular, with the interests of the Nation. The Foreign 
ranking Democratic member of the com· Relations Committee, however, has pur .. 
mittee, the senior Senator from South sued in closed session with representa .. 
Carolina [Mr. MAYBANK]. We could take tives of the executive departments the 
it up ahead of the conference report on details of the President's program for 
the housing bill, because I imagine the next year. 
conference report on the SEC bill would Mr. President, during the committee's 
take less time. consideration of the mutual assistance 

But that is the general program; and bill, it was necessary for me to be away 
when the Senator from Wisconsin com.. for some time attending to family mat .. 
pletes his remarks, 1 expect that we shall ters in Wisconsin. I wish to express my 
then take up the conference report on appreciation to the members of the com .. 
the SEC bill, and then the conference re.. mittee who carried on in my absence, 
port on the housing bill. and in particular to the Senator from 

Mr. CAPEHART. Mr. President, the New Jersey [Mr. SMITH], who ably pre· 
able majority leader is mistaken. it is sided over the committee during that 
the desire to take up, first, the c~nfer.. time. 
ence report on the housing bill. Also, I want to pay a word of tribute to 

Mr. KNOWLAND. Very well, if that those who are in charge of this pro. 
is b gram-to Secretary of State Dulles; 

agreea le to the minority. Under Secretary of State Bedell Smith; 
Mr. MANSFIELD. Mr. President, I and Harold Stassen, the Administrator. 

wish to tha~ the Senator from Cali.. In this turbulent period of world history 
fornia for his courtesy in __ this ma.tte._!~_we. are. -~ndeed. fortunate to have such 

loyal and able servants of the Republic 
in responsible positions. 

And, Mr. President, what, basically, is 
the reason for the expenditures involved 
in this program? It is that aggressive 
communism poses a threat which is at 
once political, military, economic, psy .. 
chological. The objective is "not peace, 
not war" but a ruthless use of both 
peaceful and warlike means to gain the 
single, undeviating objective of world 
Communist domination. 

The military threat of Soviet commu
nism is indicated by a few figures. In 
the West the major portion of 175 Rus
sian divisions, reenforced by 70 satellite 
divisions, confront 47 NATO divisions. 
In the East this clear numerical advan
tage is further emphasized by a roughly 
estimated 210 Communist divisions con
fronting but 55 divisions of the free 
world. 

The Soviet economic threat is seen in 
the ceaseless efforts to misrepresent, 
subvert, and ultimately destroy a free 
society such as ours based upon free en· 
terprise and free labor. 

The psychological threat is evident in 
the blatant and phony promise of a 
materialist heaven on earth to people 
impatient to achieve their legitimate 
aspirations. 

Only the foolhardy or the blind can 
ignore the record. Since 1939 Soviet 
Russia and Communist China have ab
sorbed all or portions of 11 formerly 
autonomous areas; have occupied by 
military conquest, and continue to oc
cupy, portions of 4 states; and have re .. 
duced to satellite status by internal sub· 
version and· other methods 9 once inde
pendent governments. From the Soviet 
Russian base, constituting 16 percent of 
the land area and 8 percent of the world's 
population, the international Communist 
movement has extended its sway since 
1939 until it now dom,inates 25 percent 
of the area and 32 percent of the popu .. 
lation of the world. 

Further direct or indirect expansion 
can well tip the world's power scales de· 
cisively in favor of the aggressor. It is 
this clear threat to our national survival 
ever so much as our unfaltering devotio~ 
to the mutual betterment of mankind 
that justifies this program. Our objec~ 
tive is simple and good-a freely cooper· 
ating, economically sound, securely de .. 
fended free world, united in opposition 
to further aggression. The alternative 
of abandonment is unthinkable. It 
would jeopardize the very institutions 
men, women, and children to whom w~ 
here stand responsible. 

THIS BILL AND COMMUNISM 
Mr. President, I know some members 

of the Committee on Foreign Relations 
are not enthusiastic about the continu .. 
ation of foreign-aid programs. Some 
Senators will not vote for the program. 
And a good many American people have 
doubts as to the wisdom of drawing on 
our resources for mutual security. 

Strangely enough, Mr. President 
nearly every person who opposes thi~ 
program also opposes communism. Yet 
this program, this very program we are 
acting on now, is probably the single 
most anti-Communist proRram we have 
before the Congress year after yea~ _.J 
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Why, I ask, are we giving funds to the 

United Kingdom for building fighters 
for the Royal Air Force? It is because 
thousands of Americans are stationed 
at air -bases in England. We maintain 
those air bases because if the Soviet 
should attack the United States over the 
Arctic, we would be in a position to re
taliate instantaneously. It is the fact 
that we have these air bases in England 
and France and north Africa and Tur
key-perhaps more than any other fac
tor-that deters the Soviet Union from 
resorting to force to compel us to bow 
to Soviet communism. _ 

Why, Mr. President, does this bill 
provide economic assistance to many 
nations of the world? Why? It)s pre
cisely because those nations are threat
ened by communism, through penetra
tion, and in other ways. 

A technical cooperation mission in 
Iran, a development program in India, 
or Thailand, or Latin America, is a 
peaceful but effective way of fighting the 
threat of communism in those countries. 

I wish, Mr. President, that we had only 
to worry about Communists within the 
United States. Mr. J. Edgar Hoover has 
said that there are about 25,000 Com
munists in this country. President 
Eisenhower and the administration have 
been working day and night to get them 
out of every s.ensitive place in this 
Nation. 

Even one Communist in the United 
State~ is too many for me. But the fact 
is that there are a lot more Commu
nists abroad. Those Communists are 
armed. They have atomic and hydro
gen weapons. They are capable of rain
ing destruction on our great cities and 
people. 

While it is true that we face a Com
munist threat from within, it is also 
true that we have within our controL 
the means of combating communism 
here. We have the FBI, the Department 
of Justice, State laws, and police forces, 
and the common sense of the American 
people. 

The great question we face in foreign 
policy is how to combat communism 
abroad, how to help keep presently 
free nations from succumbing to inter
national communism. How do we do this 
without sending American boys abroad? 
These are the tough questions which we 
must try to answer in formulating a 
strong foreign policy. These are the 
questions this foreign mutual aid bill 
helps to answer. 

President Eisenhower said: "We did 
not choose the gigantic struggle now en
dangering the world." He added that 
"during periods when the contest is 
hardest, we must not falter, we must not 
abandon programs of positive action. 
Instead, at such a time, we must inten
sify sensible and positive action." 

Those are the words of the President 
of the United States: "We must intensi
fy sensible and positive action." 

Mr. President, -let us take a look at 
the bill reported by the committee. H. R. 
9678 was passed by the House of Repre
sentatives on June 30, with bipartisan 
support, by a vote of 260 to 126. This 
House-passed bill was considered by 
tl_le Foreign Relations Committee. The 

{!.mendments which the committee pro
poses are described in the committee 
report. Instead of discussing those 
amendments, I wish to present the broad 
outlines of the bill before us. 

A CODIFICATION 

The bill before the Senate today is a 
codification of 11 existing mutual-aid 
statutes. It repeals 14 ·pieces of legis
lation extending in time fro~n the Greek
Turkish program of 1947 through the 
Mutual Security Act of last year. The 
new bill, some 90 pages in length, .con
sists, for the most part, therefore, of 
provisions that have heretofore been ap
proved by the Congress and have worked 
satisfactorily over the years. 

It is important to understand that· 
the bill contains these provisions which
have been approved heretofore and have 
worked satisfactorily over the years. 

The committee's purpose in approving 
this approach to the foreign-aid program 
is to put within one document all of the 
mutual-aid legislation by which Con-· 
gress gives guidance to the Executive in 
the conduct of foreign policy. 

Tlie bill before us is arranged in five 
titles. These titles are as follows: 

TITLE I. MUTUAL-DEFENSE ASSISTANCE 

Title I authorizes the appropriation of 
$2.8 billion for mutual-defense assist
ance in Europe, the Far East, the Near 
East and Asia, and Latin America. A 
large part of these funds will be used 
to finance the purchase of military equip
ment-tanks, guns, ammunition, and so . 
forth-to enable free-world nations to 
build up their military defenses against 
the present threat of Communist aggres
sion. 

The title of the bill makes it clear that 
the equipment furnished shall be made 
available solely to maintain the internal 
security and legitimate self-defense of 
the recipient nation, or to permit it .to
participate in the defense of its area or in 
c.ollective-security arrangements and 
measures consistent within the charter 
of the United Nations. The bill requires 
that no military assistance be furnished 
unless recipient nations have agreed to 
a series of conditions including continu
ous observation and review by United 
States representatives of programs of 
assistance. 

Title I contains some funds that might 
be called economic-type assistance. This 
is not economic assistance, however, in· 
the sense that it assists nations to re
build war devastation or to develop eco
nomic strength. Rather, this assistance 
is for such countries as Spain, Yugosla
via, and Formosa. These nations would 
not be able to maintain defense forces 
of the size we jointly need without ex-
ternal assistance. Assistance of this . 
type, called direct forces support and 
defense support, is to enable the econ
omies of these countries to support a 
higher level of defense expenditure than 
they would otherwise be able to main
tain. 

TITLE U . DEVELOPMENT ASSISTANCE 

Title II authorizes the appropriation· 
of $200 million to promote "economic de
velopment" in the Near East, Africa, · 
South Asia, and Latin America. The 

purpose of these programs is to assist in 
promoting economic development in se
lected areas in . order to help create or 
maintain economic or political stability. 

When one ~xamines the tacts of 
economic life, the importance to our 
national interest of carefully regulated 
developmental assistance is readily 
apparent. 

The lower 67 percent of the world's 
population produces but 15 percent of 
the world's income. Most of this same 
two-thirds of the world's population- · 
encompassing large segments of the Lat
in, Arab, African, and Asian peoples
is at this very moment subject to chronic 
malnutrition. 

Many of these peoples, despite their 
very best efforts, simply do not now have 
the investment funds, the capital facili
ties, or the production techniques to 
raise their material standard of living 
at an acceptable rate. The hungry and· 
hopeless are more likely to be lured by 
the myth of a Communist "society of 
plenty.'' To these same downtrodden, 
the lie of "Western exploitation" and of 
"capitalist imperialism" offers a ration
alization for their present status. 

If the United States is to still once 
and for all the negative Communist lie 
with positive cooperative action, and is 
to establish the basis for mutual pros
perity, it must follow the old American 
principle of helping neighbors help 
themselves. 

The harsh fact is that in certain coun
tries of this world democracy is on trial. 
In India, for example, where newly inde
pendent people have self-government 
for the first time, the common man 
measures the performance of his gov
ernment in giving him a better life 
against the promises that the Commu
nists so glibly make. If Mr. Nehru can
not show the people of his nation that 
poverty and hunger can be alleviated by . 
democratic methods and in cooperation 
with democratic nations like the United 
States, there is a strong possibility that 
his people will be moved to trade their 
existing freedom for Communist prom
ises of plenty. 

There are similar situations in other 
countries of the Near East. Even in 
Latin America we have recently seen in 
Guatemala how it is possible for Com
munist dictatorship to fasten itself like 
a leech on an impoverished land and 
people. 

It is not America's responsibility to 
seek prosperity for the earth. That can 
only be done by people on the land op
erating under free government. But we 
can help generate programs which, once 
underway, have a habit of gaining mo
mentum until the people themselves 
grasp the opportunity for their own self
help. Precisely that kind of operation 
has taken place in much of Latin Amer
ica where we have supplied limited 
amounts of technical and economic as
sistance. 

While it is our desire to get away from 
economic assistance programs as quick
ly as possible, for our own good and for 
the good of recipient nations, we must 
recognize the fact, as did the President, 
"that in strategically located underde
veloped areas of the world, some grant 
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assistance must be continued for an ad
ditional period of time." 

TITLE m. TECHNICAL COOPERATION 

Closely related to funds authorized for . 
economic development in title II, is the 
authorization in title IIi of $131 million 
for technical coperation-the so-called 
point 4 program. Technical coopera
tion programs are those which involve 
the sharing of technical knowledge and 
skills, as distinct from providing sup
plies, commodities, or funds under the 
developmental type of assistance. In 
other words, development assistance pro
grams are principally concerned with 
transferring commodities and materials 
to limited numbers of countries in spe
cial situations. Technical cooperation 
programs, on the other hand, are con
cerned with training individuals and 
transferring knowledge and know-how, 
as distinct from material things. 

Development assistance programs are 
often closely related to technical assist
ance since it is frequently wise to supple
ment training and know-how with some 
material things upon which the newly 
trained people can operate. Thus, it 
may not be enough to show 50 Indian en
gineers how to sink tube wells if India 
does not have the economic ability to buy 
the necessary pipe and pumps to put the 
wells into operation. President Eisen
hower in his message recommending the 
enactment of this legislation pointed out 
that technical cooperation programs, 
and I quote, "should provide experts and 
know-how rather than large amounts of 
funds or goods, although they should 
not be allowed to fall due to lack of 
necessary teaching and demonstration 
equipment." 

TITLE IV. OTHER PROGRAMS 

Title IV of the new bill is a catchall 
far mutual-assistance programs of a 
more limited type than those covered 
above. This title authorizes the appro
priation of a total of $98 million. It 
includes such programs as the United 
Nations Children's Fund, the Palestine 
refugee program, assistance for the 
movement of European refugees, our 
contribution to the North Atlantic 
Treaty Organization, and similar pro
grams. Those programs are described 
in the committee report, and I shall not 
detain the Senate in describing their 
benefits now. 

In this connection, however, I cannot 
resist saying just a word about the Chil
dren's Fund. Personally, I do not know 
of any money we spend abroad which 
brings us greater returns in terms of good 
will, and in terms of helping the young 
people of this world who hold its future 
in their hands. 

TITLE V, MISCELLANEOUS PROVISIONS 

The last title of the pending bill covers 
a variety of general provisions relating to 
the operation of the program. It pro-
'Vides for the limited transferability of 
funds from one title to another to meet 
emergency conditions, the use of foreign 
c.urrencies, the encouragement of small 
business, the use of funds for the pur
chase of agricultural commodities in sur
plus, the coordination of the military 
assistance program with foreign policy. 

the continuation of the Foreign Opera
tions Administration, the detail of per
sonnel to foreign governments and inter
national organizations, and similar mat
ters-most of which have been included 
in programs heretofore authorized by 
Congress. · This title also lists the stat
utes which are repealed as the result of 
this codification. 

Mr. President, so much for the provi
sions of this bill. 

Before concluding my remarks, how
ever, I should like to invite the attention 
of my colleagues to a few of the more 
important aspects of the bill. 

REDUCED PROGRAMS 

This bill takes us a long way toward the 
reduction of foreign-aid programs to 
manageable proportions-manageable 
from the point of view of the American 
economy. Let me illustrate. 

In 1952 the program was $6 billion. In 
1953 we had a program of $4.7 billion. 
This year the sum requested is $3.5 bil
lion and the sum the committee has 
authorized is $3.1 billion. This is a re
duction of over 40 percent in the program 
in 2 years. We are getting away from 
the idea of spend, spend, spend. In
stead, our philosophy is one of save, save, 
save. We must continue to move in this 
direction as fast as we can, consistent 
with the safety of this Nation. ' 

The President 'is to be highly com
mended for coming to Congress this year 
with a program of foreign aid that is so 
much lower than it has been in the past. 
I am confident that the President with 
his vast experience in military and for
eign policy matters would not recom
mend a program not consistent with the 
safety of this Nation. 
· The President stated flatly in his mes

sage supporting the proposed legisla· 
tion: 

We have chosen to build defenses with our 
allies rather than go it alone, because we are 
convinced that this course is more effective 
and less costly. 

More than 90 percent of the world's 
population and land area, and more 
than 50 percent of its wealth, exist be
yond the boundaries of the United 
States. The decisive margin of world 
power hence resides beyond our sover
eign control. This power is subject 
neither to our fiat nor legislative enact
ment. 
~he success of our foreign policy, and 

the degree of our national security, will 
in large measure depend upon mutual 
security endeavors to achieve the 
strength and well-being of the free 
world. 

EXECUTIVE DISCRETION 

One of the characteristics of the bill 
before us is the discretion that is given 
the President in the management of the 
program. I know that some of my col
leagues may object to this. 

I cannot agree with them. It seems 
to me that the Committee on Foreign 
Relations has taken wise action in giv
ing the President substantial leeway in 
the administration of funds. He has au
thority to transfer not to exceed 15 per
cent of the military assistance funds 
from one area to another. We have 
given him . wide discretion in the han-

dUng of funds authorized for use in 
southeast Asia and the Pacific. We have 
given him special funds for use in unex
pected contingencies. 

No fight manager would send his man 
into the ring with one hand tied behind 
his back, with the admonition that if it 
should turn out that he needs both 
hands the manager would free the tied 
hand at the end of the round. We know 
what would happen. The hamstrung 
fighter would be carried back to his 
corner. 

We cannot take that chance in the 
world of today. The chances are too 
great,-the consequences too devastating 
to contemplate. I urge my colleagues, 
therefore, to support this element of 
executive flexibility written into the 
legislation. The flexibility we have 
given the President is good for 1 year 
only. Then the President's stewardship 
must be justified before new foreign-aid 
programs are acted upon. Reasonable 
flexibility in this world on a year-to
year basis does not seem to me to be 
nearly as . dangerous as an attempt #by 
Congress to tie the Chief Executive hand 
and foot. 

AID FOR SOUTHEAST ASIA AND THE PACIFIC 

Mr. President, today we were privi
leged to hear a dynamic speech by 
the President of Korea. What he said 
was certainly challenging. He is a great 
patri'ot. We knew him before he went 
into battle for freedom for Korea. We 
are· glad to welcome him to this country, 
as a great Korean and, as he suggested, 
one who believes in, and is filled with, 
the American ideals. But, Mr. President, 
above all else, he gave us a picture of the 
Far East which I am sure will confirm 
the action taken by the Foreign Rela
tions Committee in relation to aid to 
southeast Asia. 

Mr. President, closely related to the 
provision in the pending bill giving the 
President considerable discretion in 
transferring funds from one area to an
other, i's the provision making $712 mil
lion available for expenses that may be 
necessary to prevent further Communist 
encroachment on the free nations of 
southeast Asia and the Pacific. · 

Recent Communist successes in Indo
china have brought home to this Nation 
and to the free nations of Asia the fact 
that the Communists will spare no op
portunity to extend the Iron Curtain. 
Communist China, with its huge reser
voir of manpower, poses a constant 
threat to· freedom in south Asia. 

It is absolutely necessary that the 
President have the freedom to respond 
to Communist penetration in that area, 
in ways suitable to the occasion. We 
cannot see into the minds of the Commu
nist intriguers to know bow or when or 
where they may move next. We know 
but one thing-that they will move when 
and where and in any way they believe 
will suit their interests. We must be able 
to respond in any way that best suits 
American interests and the interests of 
the free world. 

I have long urged the negotiation of a 
Pacific Pact modeled somewhat along 
the lines of the North Atlantic Treaty. 
~any of the free states of southeast· Asia 
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and the Pacific have from time to time _ 
endorsed an agreement ·which would 
make it possible for the free states to 
stand together to resist aggression. In 
fact, the Mutual Defense Assistance Act 
of 1949 expressed the sense of the Con
gress that "the free countries and the 
free pe-oples of the Far East" should join 
together "to protect their security and 
independence." That expression is re
affirmed in the pending bill. 

AID FOR EUROPE 

Mr. President, the bulk of the funds 
authorized by this bill for Europe are 
for military assistance. But our pro
grams of military assistance for Europe 
are on the way down. The biggest part 
of the rearmament job in · Western 
Europe is on the point of accomplish
ment. The delivery pipelines are well 
filled with goods ordered 2 and 3 years 
ago. Only one country is scheduled to 
receive more military assistance next 
year than last year. The assistance to 
all other European countries is down 
drastically on the military side and is 
~rtuaJly nonexistent on the economic 
side. 

This does nut ;n~an that we or our 
NATO allies 'Can assume th;:tt Western 
Europe is now able to defend itseif from 
all-out attack. But it is moving stead
ily in that direction. It can be said even 
riow, that under t:tie able leadership of 
Generals Eisenhower, Ridgway, and 
Gruenther, the North Atlantic Treaty 
Organization has been able to put Europe 
on its military defensive feet. Certainly 
as of this time Western Europe is strong 
enough to deter a Soviet attack. It is 
no longer a tender tidbit for the Soviet 
military machine. 

THE EDC 

From here on out the future of the 
European defensive effort must depend 
largely upon the Europeans themselves. 
If European defenses are to become truly 
effective, it is essential that · steps be 
taken to enable the West German people 
to contribute to that defense. The 
United States stands ready to help West
ern Germany put itself into a tenable 
defensive position. But we wait upon 
the French. We have been waiting for 
the French now for nearly 3 years-
waiting for them to approve the treaty 
establishing the European Defense Com
munity-a treaty proposed by the 
French themselves. 

Yesterday, the Foreign Relations 
Committee adopted a resolution for Sen
ate action. I ask unanimous consent 
that the text of the resolution be printed 
at this point in the RECO~D. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follows: 

Whereas a Convention on Relations be
tween the United States of America, the 
United Kingdom of Great Britain and North
ern Ireland, and the French Republic, there
in referred to as the Three Powers, and the 
Federal Republic of Germany, was signed 
on May 26, 1952, with a view to restoring 
sovereignty to the Federal Republic of Ger
many; and 

Whereas the Senate of the United States 
· gave its advice and consent to ratification of 
said convention on July 1, 1952; and 

Whereas, nevertheless, it bas- not proved 
practical as yet to bring the convention into 
force in accordance with its provisions: Now, 
therefore, be it · 

Resolved, That it is the sense of the Sen
ate that the President, if he judges that fu
ture developments · make this desirable and 
in the national interest, should take such 
steps as he deems appropriate and as are 
consistent with United States constitutional 
processes to restore sovereignty to Germany 
and to enable her to contribute to the main
tenance of international peace and se?urity. 

Mr. WILEY. I read· the vital words 
in the resolution: 

·Resolved, That it is the sense of the Sen
ate that the President, if he judges that fu
ture developments make this desirable and 
in the national interest, should take such 
steps as he deems appropriate and as are 
consistent with the United States consti
tutional processes to restore sovereignty to 
Germany and to enable her to contribute to 
the maintenance of international peace and 
security. 

I repeat what I said. The United 
States stands ready to help Western 
Germany put itself into a tenable de
fensive position. 

RICHARDS AMENDMENT 

Included in the pending measure is 
the so-called Richards amendment. . It 
~}!!.ke$ clear that the United states can
not atiorci to piit !!!!li.tary_assistance dol
lars into countries Gf .Western Europe 
that are not willing cooperatively to !;tliid 
their own defenses. French and Italian 
delay in approving the EDC has meant 
that German power for defense . could 
not be developed. The Richards amend
ment states that equipment and ma
terials programed for fiscal years 1954 
and 1955 for Western Europe may be de
livered only to countries that have rati
fied the EDC and are cooperating in col .. 
lective defense programs approved by 
the President. This provision is not 
meant as a threat-either to France or 
to Italy-the two countries that have 
not ratified EDC. It is rather a simple 
statement of profound truth, namely, 
that it is not in the interest of the 
American people to continue to give 
military assistance to nations for collec .. 
tive defense purposes unless the nations 
receiving that assistance are willing to 
join with other nations in building those 
joint defenses. 

The people of Germany by their warm 
support of Chancellor Adenauer and of 
the European Defense Community have 
indicated their willingness to join with 
other free nations in defense measures. 
They are willing to make their fair con
tribution to those defenses. They can
not do so within the framework of a 
collective effort without the cooperation 
of France and Italy. The Richards 
amendment recognizes that simple fact. 
It recognizes that our defense requires 
that Western Germany be made a full 
partner with other nations which seek 
to preserve the values of freedom and 
liberty from the onslaughts of com
munism~ 

FARM SURPLUSES 

There is one provision of this bill ·that 
wilfbe of particular interest to the farm
ers of thi:s Nation. Section 402 of the 
bill provides that not less than $350 
million of the :funds appropriated must 

be used for the purchase of surplus agri
cultural products. To illustrate how- this 
program works, let us take a look at an 
arral)gement that was m~de early in 
July between the United States and the 
United Kingdom. 
· An agreement was concluded for the 

purchase 9f $6 million worth of surplus 
butter. The dollars stayed in the United 
States where they helped relieve our but
ter surplus. T}1e butter will be shipped 
to England. There it will be sold to Eng
lish consumers. The English currency 
which the British consumers will use to 
buy· the butter will -then be available for 
purchasing military assistance items in 
England. It could be used, for example, 
to purchase fight~r planes for the Royal 
Air Force-fighter planes that would be 
available-to help defend American air
bases in England in the event of attack. 

As of the present time, more than $200 
million of the mutual-assistance funds 
appropri"ated last year have been used 
to finance the purchase of agricultural 
surpluses in the United States. More 
will be used for that purpose next year. 
This program has a triple effect. It 
helps us at home, it helps build military 
defense, it helps our foreign friends to 
get agricultural commodities they badly 
rieed. 
THE IMPACT OF FOREIGN AID ON OUR DOMESTIC 

ECONOMY 

Often in the course of debate there is 
a g·;~t &:a.l of misinformation and lack 
of information -ah~llf tt.e effect upo? our 
economy of what this program ~ygge.:;t-s.--. 
Let us look at the impact of foreign a-id 
on our domestic economy. 

After World War I we had a serious 
depression. Men lost their jobs, banks 
closed, real-estate values fell, and mil .. 

•lions of Americans suffered. We spent 
billions of dollars in the process of re
covering from that depression. We went 
through the grist mill. In many foreign 
countries during this same period com
munism made tremendous inroads, feed .. 
ing on the poverty and grief of bread .. 
lines. 

I remember very well that the Presi
dent of the United States and some of 
the leading economists of this country 
stated, in 1945, that we were about to 
suffer another severe depression. We 
read all about it in the newspapers and 
magazines. Those who said it used the 
precedent of what happened after the 
Ffrst World War as a basis for what we 
were to experience following World 
War II. 

But we know that since the Second 
World War there has been no depression. 
Why? The United States stepped into 
the breach. · We put our sho-ulders to the 
wheel in a successful attempt to rescue 
devastated free countries from the eco
nomic chaos following the end of the war. 

Every dollar the United States put into 
Europe made its impact upon our own 
productive capacity. When our farmers 
spent the money they received for their 
products demands were made upon the 
production of the United States for the 
things the -farmers needed. Laboring 
men were provided with jobs. A depres .. 
sion did not come. 

The 80th Congress, with Democratic 
and Republican cooperation, approved 
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the Marshall plan. Since the war the and in turn to buy, on their own, the the total- economy of a State, I have 
American people have given some $34 products of the American people. asked the Library of Congress to give . 
billion of military and economic aid to Mr. President, the $34 billion invest- me an objective analysis of the impact 
our friends. ment of the American taxpayer· in mu- of foreign assistance on Wisconsin. I · 

We have built them up as we have tual assistance has not been money ask unanimous consent to have the re
built ourselves up. The great law of down a rathole with no return. The port printed at this point in my re-
helping our brother in need was put into returns have been great in material as marks. · 
operation. well as in spiritual things. And what There being no objection, the report 

Mr. President, many Americans feel we have purchased in the way of de- was ordered to be printed in the REcoRD, 
that this aid was cast abroad, never to fense against the Communist threat sim- as follows: 
be seen again. But every dollar that ply cannot be measured in financial SoME EFFECTS oF AssisTANCE To FoREIGN 
went abroad came back home, to create terms. couNTRIES 
a demand upon our economy, upon our The ultimate logic and necessity of Foreign assistance not only helps foreign 
production plants, upon what we had to our mutual-security program stands countries to develop their economies, but it 
sell. Some persons have spoken as if forth from the recent world estimate also aids the agriculture and industry of our 
the money had been poured down a rat- advanced by Burton C. Marshall, a for- country. The value of agricultural exports, 
hole. I have heard that expression used mer policy planner and present keen for example, is equal to about one-eighth of 
on the :floor. No; the money ·is here. analyst of foreign affairs when he writes: total cash farm income. The volume of ag-

Strangely enough, Mr. President, the ricultural exports is equivalent to the pro-
Strength and determination in the world duction of 40 million acres or about one-

United States in giving this economic outside present a constant challenge to the tenth of our total cropland. 
and military aid has brought into opera- foundations of power wit hin the Soviet sys- our merchandise exports constitute about 
tion a divine law: "It is more blessed to tem. Firm and united in the will to stay 7 to 9 percent of our total production of 
give than to receive." In giving this clear of Soviet dominat ion and to resist movable goods or about 3.5 percent of total 
assistance what has really happened is Soviet expansion, the nations outside that nonagricultural production. About 2 tnillion 
that we have given much of the rest system give the hope of a bett er day and industrial workers are employed in the pro
of the world credits with which to buy keep alive courage among many millions in duction and handling of goods for expm:t. 
products in the United States. A col- thrall to communism. Changes in our exports or export surplus . 
lateral e"ect of this aid-an effect which Just as the Soviet ·union is the well- rarely have a. decisive influence on the levet 

.u spring of the coercive forces binding its sys- of our economic activity. _, .. ~ :~ 
we did not expect or seek-has come to tem, so is the United Stat es in a central To Wisc9.n¥n, forefgi:\~-~b-emely im
us. Let me explain brie:tly what has and determining position on the s~de of its p~rtant. We\_~_ge~mg less dependent 
happened; interests. No combination of natwns a.de- - on Em:on' .iUl tiftlntries as a. market for a.gri-

Virtually every dollar of the $34 billion quate to deal with the factors of !ea{~ ~!l~ur~xports, it 1s true, but even in 1952-
we have appropriated has been spent in gendered by the Soviet . sy~ell!,...~ _c_opg_c:('\f~;- s;·;bout 40 percent of our agricultural ex
the United States during these years. wi;hsout the part~:r~on ~r~a fostering in- ports went to Western Europe. Dairy prod
It is this money which has been ltSed to te _fl t._ ot. tha- fJ ..• ~ea States. Surely the ucts, in which Wisconsin is the leading 
buy farm products in this g_r~at count~~i~ns on our side would disintegrate State, declined in 1952-53. Lower cost pro
of ours. It is thP.SR.. dollS.r-"'"-~ ~ if we should fall short of that responsibility ducers abroad made it increasingly ditllcult 
ken or tP-:.~- . ·"" ~>ha ave through interval contradictions, want of in- for our producers to compete for markets. 
~!'t"~mt~JU-~- .... 1ni.Jetrmt, Los Angeles, sight, failure of wm, !allure to take ade- Exports of evaporated mllk, to cite 1 ex

t.J.YJ.liW.!!Ulee, Birmingham, Hartford, and quate measure of our tasks, or !allure to ample, declined from 138 million to 110 
Minneapolis. It is these dollars that abide by Washington's still valid advice to m1llion pounds. This was a. total of 3.4 per
have helped keep our econOIIIly running maintain a respectable posture for defense.. cent of total production. · 
at top speed. There are no statistics available which 

I am not an advocate of the proposi- Let us then not succumb to the appeal give exact figures covering exports of goods 
of false economy, nor to the counsel of produced in Wisconsin. There is, however, 

tion that the more the Federal Govern- , impressive factual evidence that exports play 
t d th b tt " B t fear and withdrawal advanced by those men spen s, e e er O.u we are. u an important part in the industrial and agri-

I do ask that we take a good close look of narrow vision and little faith. cultural prosperity of the state. 
at what happens to American dollars In order to show in a specific case Following are the most important Wiscon-
appropriated for foreign aid. how important our export trade is to sin industries and United States exports: 

Let us take a hypothetical case. Sup
pose we appropriate $1 million for the 
purchase of F-84 jet aircraft for Turkey. 
What happens to the money? It stays 
right here in the United States. The 
planes are built in the United States. 
Small companies all over the Nation sup
ply parts and materials for the planes. 
They pay salaries to American workers 
who buy food from the American farm
ers. When the planes are finally de
livered they are paid for with the dollars 
we have appropriated for foreign aid. 

What have we gotten for those dol
lars? First, we have had American men 
and women at work. Second, we have 
had them able to earn money they could 
spend in the United States. Third, we 
have kept a vital defense industry in 
operation in the United States-and 
bear in mind that in war it is not the 
planes in being that are important in 
the long run. What is important is the 
capacity to produce planes. Fourth, we 
have put good American aircraft into 
the hands of a friendly, stalwart, anti
Communist nation that borders on 
southern Russia. Fifth, we have built 
confidence into the Turkish people, a 
confidence which enables them to move 
forward. to develop their own strength, 

[Values in thousands of dollars] 

Wisconsin, 1947 

Manufacturing industrirs 

E lectrical mach inery ___ _ -------- --- --- --- ------ --M otor vehicles and equipment_ ___________ ___ ___ _ 
Tractors and farm machinery ______________ ____ __ _ 
Engines and turbines ___ ______ ____ ____ _________ __ _ 
Iron and steel and nonferrous foundries _____ ___ __ _ 
D airy products ___ ___ -- - - -- ______ __ __ ------ __ - - ---
Heating and plumbing equipment__ __________ __ _ _ 
Furniture and fixtures __ ________ ____ _______ ___ __ _ _ 
Construction and mining machinery- -- ----- ----
Canning, preserving, and freezing_- ----- ----- -- - -Malt and malt liquors ___ ___ __ ___ ___________ _____ _ 
M etal-working mach inery-- -- - ------------------ -

T otaL------------------------- -- -----------

N umber 
of 

employees 

28, 128 
25,464 
19, 588 
17,901 
15,902 
12, 722 
12,660 
12,615 
12,533 
10,564 
10,470 
10,450 

w!1!~i!~d 

$77,500 
76, 173 
58,344 
54, 172 
50,166 
30,408 
40,205 
34,097 
(3) 
19,267 
36,374 
34,161 

1--- - - 1--------
189,017 • 510,867 

Value added 
by manufac-

ture 

$138,771 
147,706 
97,367 
78, 279 
74,722 
91,202 
76, 047 
55,584 

(3) 
41,303 

146, 432 
54,822 

-----
•1, 002,235 

United States exports 
value 1 

1947 1949 

$480,277 $405,854 
1, 122, 775 727, 555 

314,441 418,952 
131,214 108,635 
2 15,683 % 18,323 
267,901 174,444 
46,271 26,472 
27,580 20,429 

313,053 301,701. 
j 128,029 t 73,785 
~ 29,322 14,388 
205, 016 199,951 

- - -------
3,081, 562 2, 490,489 

1 Export values are free alongside ship port of export: The usual commodity export groups have been adjusted 
to conform with industry classifications as nearly as possible. · 

2 D ata here shown undet ·State total exports; products of this industry enter export trade principally as compo-
nen ts of or par ts for machinery and are included in export data for the machinery industries. 

a Not available. 
t Excludes dehydrated fruits and vegetables; no establishments were reported for this industry in W isconsin. 
a The value of the malt produced in Wisconsin amounted to 49.2 percent of the total United States production, 

and the value of the malt liquors produced amounted to 13.8 percen t of the total United States production. 
• Excludes construction and mining machinery. 

Sources': U. S. D epar tment of Commerce, Bureau of the Census. (a) Census of M anufactures, 1947. (b) Sum-
mary of Foreign Commerce of the United States, 1947, with amendmen ts and civilian supplies. (c) Summary of 
Foreign Commerce of the United States, 1947. P repared in the U. S. Depart ment of Commeree, by the Interna· 
tiona! Economic Analysis D ivision, Office of International Trade and quoted ill V. S. Depactmen t of State. Wis
consin and Foreign Trade, 1951, p. 2. 
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In addition to the industries listed in the 

above table, there are many other industries 
in Wisconsin which are on an export basis 
nationally, and which make major contribu
tions to the economic life of the State. 
These industries include leather footwear, 
converted paper products, apparel and re
lated products, metal stamping and coating, 
knitting mills, structural metal products, 
and other similar industries. 

In 1947, these industries provided employ
ment for about 80,300 Wisconsin workers, 
who earned nearly $197 million. It is esti
mated that Wisconsin probably has shared 
in the export trade to the extent of about 
$30 million annually. 

Many commodities produced in Wisconsin 
are used in the :manufacture of export goods. 
Such work provides for the employment of 
several thousand workers in the State. 

Low costs, in most Wisconsin export in
dustries, make it possible to pay higher 
wages and still to compete with foreign 
manufacturers. · 

Wisconsin is the leading State in the pro
duction of dairy products. It is also an 
outstanding producer of such other agricul
tural products as hogs, corn, oats, eggs, vege
tables, chickens, barley, and berries. The 
following table portrays the principal Wis
.consin agricultural products important in 
United States export trade: 

[Values in thousands of dollars] 

Wisconsin production United States exports 

Agricultural commodities Number of 
farms, I 

1944 
1948 1949 1948 1949 

Total number of farms. ___ ------------------------ - 177,745 
159,463 

'118, 260 
144,981 

fJ39,017 

------------ ------------ ------------ ------------
Dairy products __ _______ -------------------- ___ -----
Hogs ______ -----------------------------------------Corn _____________________________________ _________ _ 
Oats ___________ -- __ -- ___________ -_----------------- -
Eggs ___ ------- -------------------------------------

~~~;~~;~_e_~~~~~~~~~~:==================== 
~:~~1~---:============::::::·=~===========~====~======= 

143,649 
(6) 
(6) 
20,370 
(6) 

$599,072 
156,331 
147,200 
93,400 
92,981 
38,662 
21,529 
11,100 

$467,917 
3126,500 

154,462 
80,322 
87,927 
41,063 
21,999 
8,118 

$210,377 $174,444 
91,530 a 117, 187 
63,095 220,902 
27,751 25,014 
45,870 26,308 
92,861 76, 423 
5,311 6,136 

00,989 49, 771 
288 464 4,660 4,053 

---~·J I----~---I--------I--------I·--------1--------
TotaL ___________________________ : __ ·=------- ------------- _1, 1~ 935 992,361 588,072 696,649 

fFarms.reporting production of commodity, 
' Farms reporting hogs and pigs butchered. 
a Mainly lard. 
' Farms reporting grain threshed. 
• Potatoes are on a net import basis in United States foreign trade. 
• Data not available. 
~ OTE.-Basis of values in this table are as follows: Crop production, estimated farm value, total quantity produced 

multiplied by average unit price received; vegetable and berry production, cash receipts; livestock production, cash 
income from sales plus value of household consumptiOD:. Exports, f. a. s. port of shipment; export and import figures 
for individual items cover processed commodities as well as unprocessed forms and include values added by manu
facture. Imports (according to Tariff Act) in general; f. a. s. foreign port of shipment. 

Sources: U.S. Department o! Commerce. Bureau of Census. (a) U . S. Census of Agriculture, 1945. (b) .Foreign 
Trade Statistics, 1948 and 1949. (c) U. S. Department of Agriculture, Bureau of Agricultural Economics. Prepared 
in the U. S. Department of Commerce by the International Economic Analysis Division, Office of International 
Trade and quoted in U. S. Department of State. Wisconsin and Foreign Trade, Washington, 1951, p. 4. 

It has been estimated that exports of the farm products in 1949 were $35 million, which 
commodities listed in the above table pro- means that in the vicinity of $175 million 
duced in Wisconsin were valued at about 35 of farm products have been exported from 
million dollars in 1949. This estimate may Wisconsin alone over the 5-year period 
understate Wisconsin's part because dairy covered by the industrial figures. We may 
products bulked large in the total, and Wis- be sure that these farm export figures would 
consin produces a large portion of the na- have been virtually nonexistent had there 
tional production of the type of dairy prod- been no aid program making dollars avail
ucts which were exported. It is difficult to able to foreign countries for purchases in 
assess the part Wisconsin has played in the the United States. 
export of vegetables. Exports of such vol- Thus, taking the State of Wisconsin as 
ume as those listed in the above table had a an example, over the past 5 years not less 
direct effect in 1949 and continue to have than $285 million of the foreign aid dollars 
a direct effect because they tend to main- appropriated pursuant to this type of legis· 
tain domestic prices and to lessen competi· lation have found their way back into the 
tion in local ma.rkets. economy of Wisconsin. 

In assessing the effects of foreign aid on The following table prepared by FOA shows 
the State of Wisconsin, most attention has payments made by ECA, MSA, and FOA to 
been given to exports which might affect certain companies in Wisconsin during the 
our industries and our agriculture. It is period from 1949 to 1954: 
necessary to Wisconsin that foreign markets 
be maintained. True, the part of Wiscon
sin production that goes into exports seems 
relatively small, but for many of our indus
tries, exports spell the diJierence between 
profit and failure. 

Again for illustrative purposes, the For
eign Operations Administration was asked 
to provide figures on purchases from certain 
Wisconsin firms during the years the aid 
program has been under way. Similar fig
ures would be available for other States. 

More than $110 million of foreign aid 
money has been spent in Wisconsin for prod
ucts which have then been sent overseas. 
This figure does not cover the agricultural 
products purchased with these aid dollars. 

Payments made by ECA, MSA, and FOA to 
companies in Wisconsin, April 1949 to Apr. 
30, 1954-Partial examples of money spent 
for Wisconsin firms directly 

Allis-Chalmers (farm equip
nnent)---------------------- $36,859,566 

Allis-Chalmers (erection service 
contract)------------------

Massey Harris CO--------------Bucyrus-Erie Co ______________ _ 
Harnischfeger Corp __________ _ 
~ordberg Manufacturing eo __ 
Koehring Co _________________ _ 
Kearney & Treker Corp_. ______ _ 
Harley-Davidson Motor Co ___ _ 
J. I. Case co _________________ _ 

24,600 
36,349,389 
7,735,791 
5,474,285 
2,803,441 
2,435,538 
3,337,973 
1,031,490 

It will be noted, however, that the Library ,llniversity of Wisconsin ______ _ 
10,152,581 

942,000 
519,303 
457,945 

of Congress study which I have put in the Trakson Co __________________ _ 
record indicates that Wisconsin exports of Waukesha Motor CO-----------

Payments made by ECA, MSA, and FOA to 
companies in Wisconsi-n, April1949 to Apr. 
30, 1954-Partial examples of money spent 
for Wisconsin firms directly-continued 

Chain Belt co_________________ $1, 160, 381 
Allen Bradley Co______________ 50, 230 
Fred Rueping Leather Co______ 56, 674 
Snap-On Tools Co____________ 178, 892 
Pfister and VogeL_____________ 29, 640 
Artos Engineering Co__________ 220, 364 
~ash Motors__________________ 288,397 
Wisconsin Motor Corp_________ 374, 237 
LeRoi Co--------------------- 512, 404 

Total ___________________ 110,995,121 

~OTE.-Agricultural products are loaded in 
~ew York and sold through brokers or 
through commodity exchanges. While many 
orders originate in Wisconsin, there is no way 
to determine the farmers who sold the com
modities. 

Mr. WILEY. Mr. President, let me 
select from the report a few of the salient 
features. 

Foreign aid is extremely important to 
Wisconsin as it is to every other State. 
I have here some examples, which are 
quite significant, of procurement of for
eign aid from April, 1949, to April 30, 
1954. The examples show payments to 
Wisconsin firms directly amounting to 
$110,995,121. 

Agricultural products, of course, are 
loaded in New York and are sold through 
brokers or through commodity ex
changes. While many orders originate 
'in Wisconsin, there is no way to detemine 
the farmers who sold the commodities. 

But in connection with industrial prod
ucts, for example, Allis-Chalmers,-·during 
that period, had contracts for farm 
equipment totaling $36,859,566. Allis
Chalmers also had an erection service 
contract in the amount of $24,600. 

Harnischfeger Corp. had contracts to
taling $5,474,285. · 

Bucyrus-Erie Co. had contracts total
ing $7,735,791. 

J. I. case Co. had contracts totaling 
$10,152,581. 

The University of Wisconsin received 
$942,000. 

I could continue to name a large num
ber of other companies; I have given 
only a partial list. This shows that 
during the years from 1949 to 1954, the 
impact of foreign aid on the economy 
of my own State of Wisconsin created a 
demand for more than $110 million worth 
of manufactured products. 

Mr. President, that means creative 
work. But we cannot measure the sig
nificance of this by simply thinking of 
the jobs it has created in this country, 
the healthy economy it sustained in the 
United States. The primary basis of 
mutual aid is to meet the threat of Com
munist aggression, and it is doing that. 

Mr. President, our payments have re
sulted directly in building up our allies. 
I remember that I was speaking some 
years ago in Flint, Mich., and I recall 
someone in the audience, after I sub
mitted myself to questions, asked, "Sen
ator, is it true that these foreign peoples 
are not doing as much as they should to 
rebuild their economy, and so forth?'' 
I said, ''Before I answer that question, 
I want to ask you one. Suppose that 6 
years ago Flint found that 2 out of 5 
of its inhabitants- were either killed or 
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wounded, that 2 out of 5 of its homes 
were ruined, that its production plants 
were gone, that it had been bombed and 
damaged, and the hinterland damaged. 
Now I ask you, what would have been 
the condition of Flint 6 years afterw'ard? 
Before you answer that question, what 
would be the morale of your people if 
you had lost your loved ones, if your 
home was gone, and your business gone? 
What would be your morale, to say noth
ing of how you would have rebuilt 
Flint?" 

This was a very honest man. He said, 
••Thank you, Senator. I never looked 
at it that way." I said, ''Now I will an
swer your question. I have been to 
Europe a number of times. The first 
time I went I saw a disheartened and 
saddened people almost everywhere; the 
bombing and the war and the devastation 
and the death had simply depleted what 
we call the morale of the people. 

"I went back 3 years after that first 
visit and I saw what the great people 
of Europe, including Germany, were do
ing. I saw them building their devastat
ed cities. I saw them expressing grati
tude because the American soldier was 
there. The general overall picture was 
that by the time the rearmament effort 
became necessary, production in Europe 
had increased to a point 130 percent over 
prewar production, morale had increased 
to such an extent that there were smiles 
on the faces of the people, and in most 
of the countries the people were able to 
be reconstructing their buildings., 

This man again said to me, "I thank 
you, Senator. I had not looked at it that 
way, and I realize you have to look the 
facts in the face before you reach a 
conclusion." 

I said, "Yes,· there a,re some in Europe 
who may appear to be giving up, some 
countries with populations with inferior 
standards of life, which create a situ
ation which might be very dangerous 
with the Communist waiting to come in. 
But we have not had the third world war. 
And in addition, we have avoided the 
depression which it was said would come 
upon us." 

THE IMPAcr OF CHALLENGE ON THE UNITED 
STATES 

Mr. President, before concluding my 
remarks I must make one more point. 
It is this: America thrives on challenge. 

In 1938 the gross national product of 
this Nation was $84 billion. Today the 
gross national product is $367 billion. 
We quadrupled our national income in 
16 years. And yet these were the years 
when the American people faced their 
greatest challenges. These were the 
years when we armed Europe and our
selves and fought a war. These were the 
years when the challenge of survival 
meant that every American had to put 
his shoulder to the wheel. In the years 
since the war we have been faced by the 
challenge of communism. 

A quick look at the history of this 
Nation reveals that democracy thrives on 
challenge. First it was the challenge of 
the wilderness and the frontier, then the 
challenge of industrial production, then 
the challenge of war, and now the chal
lenge of communism. It iS these chal· 

Jenges that bring forth the greatness of 
our people and our system. 

In stark contrast to the way in which 
democracy thrives on challenge, commu
nism thrives on misery and poverty. 
This fact is gradually coming home to 
the free people of this world. This bill 
will help them realize that the demo
cratic way of life offers them the best 
hope for a full and free future. That 
fact is evident. 

I remember well what Adenauer said 
when he was here. I understand he may 
be in America again this fall, and all 
America will welcome him. He is one 
of the great men of this age and genera
tion, one of the great, sane thinkers, and 
one of the great patriots. I remember 
him saying, "Senator, if the people of 
East Germany had a chance to vote, they 
would vote 95 percent to join with the 
West." 

I said, "Do you want to tell me why?'' 
He said, "It is very simple. They have 
observed what the conquerors are doing 
in West Germany, and they have East 
Germany in contrast." In other words, 
the people in the Eastern Zone who were 
subjugated by the Russians are living in 
practical slavery. They see in the West
ern Zone that America is helping people 
to reconstruct, so that the people live 
in prosperity, in freedom, because we 
have in a large measure restored the 
sovereignty of Western Germany. 

The challenge which the Communist 
threat poses to America offers this Na
tion an opportunity to gather its 
strength and put it to the job, not only 
on behalf of America, but on behalf of 
freedom in the world. 

Mr. President, I do not enjoy year 
after year appearing before the Senate 
presenting and supporting foreign-aid 
bills that run into billions of dollars. I 
do not enjoy reaching into the taxpay
er's pocket for foreign-aid dollars any 
more than I enjoy reaching into my own 
pocket for the same purposes. But, Mr. 
President, I would rather go into this 
Nation's pocket to help us meet the chal
lenge and prevent gradual Communist 
encroachment on the free world, than 
to stand idly aside-a disinterested spec
tator to the world struggle between com
munism and freedom. The time would 
surely come when we would have to 
match the United States, standing alone, 
against a world dominated by totalitar
ian communism. 

I hope, Mr. President, that this Sen
ate will give resounding bipartisan sup
port to our great President. Let us help 
him stand strong and firm for the prin
ciples of freedom and liberty for which 
our forebears fought and died. 

Certainly General Gruenther above 
most people understands the nature of 
this program. I might at this time say 
that General Gruenther stated as 
follows: . 

While I am here, sir, I want to say that 
we attach very great importance to the mu
tual security program. That part of it which 
pertains to our area is the part that we know 
best, but having some knowledge of the state 
of the world, we support the entire program 
enthusiasticallYi not only for our area but 
for the rest of the world also, in other words, 
the bill as it is before you. 

Mr. President, the committee added 
2 sentences to the general policy declara
tion in section 101 reading as follows: 

The Congress hereby reiterates its opposi
tion to the seating in the United Nations of 
the Communist China regime as the repre
sentative of China. In the event of the seat
ing of representatives of the Chinese Com
munist regime in the Security Council or 
General Assembly of the United Nations, the 
President is requested to inform the Con
gress insofar as is compatible with the re
quirements of national security, of the im
plications of this action upon the foreign 
policy of the United States and our foreign 
relationships, including that created by 
membership in the United Nations, together 
with any recommendations which he may 
have with respect to the matter. · · 

As pointed out in the committee re
port, these sentences are largely self
explanatory. The first merely repeats 
the position which Congress has ex
pressed before, most recently in the 
State-Justice-Commerce Appropriation 
Act earlier this year. The second in ef
fect requests the President to lay before 
the Congress the problem which will 
arise if Communist Chinese representa
tives are seated in the United Nations 
Security Council or the General Assem
bly. 

I myself personally have every reason 
to feel the Communist Chinese will not 
be successful now any more than they 
have been in the 70, 80, or 90 times 
before. 

The amendment in no way commits 
the Congress or the United States to any 
specific course of action. 
· Mr. President, I have concluded my 
remarks. I hope we will not be delayed 
unduly in handling this bill. .I sincerely 
hope so, because I feel that no votes will 
be changed. The Senators have made up 
their minds. The House, by about 2 to 1, 
passed the bill. I am satisfied that the 
Senate will pass the bill; so I trust it will 
be done quickly. 

I hope the Senate can then complete 
the rest of the program and Senators 
can go on their way for a brief rest be
cause we will be called back in January. 

MESSAGE FROM THE HOUSE 
A message from the House of Repre

sentatives, by Mr. Bartlett, one of its 
clerks, announced that the House had 
agreed to the report of the committee 
of conference on the disagreeing votes 
of the two Houses on the amendments 
of the Senate to the bill <H. R. 8300) to 
revise the internal revenue laws of the 
United States. 

The message also announced that the 
House had disagreed to the amendments 
of the Senate to the bill <H. R. 9757) to 
amend the Atomic Energy Act of 1946, 
as amended, and for other purposes; 
asked a conference with the Senate on 
the disagreeing votes of the two Houses 
thereon, an~ that Mr. CoLE of New York, 
Mr. HINSHAW, Mr. VAN ZANDT, Mr. 
DuRHAM, and Mr. HOLIFIELD were ap
pointed managers on the part of the 
House at the conference. 

The message further announced that 
the House had agreed to a concurrent 
resolution <H. Con. Res. 263> relating to 
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the enrollment of H. R. ·saoo. to revise 
the internal revenue laws of .the United 
States, in which it requested the con
currence of the Senate. 

HOUSING ACT OF 1954-CONFER
ENCE REPORT 

Mr. CAPEHART. Mr. President, I 
submit a report of the committee of con
ference on the disagreeing votes of the 
two Houses on the amendment of the 
Senate to the bill (H. R. 7839) to aid in 
the provision and improvement of hous
ing the elimination and prevention of 
sl~s. and the conservation and devel
opment of urban communities. I ask 
unanimous consent for the present con
sideration of the report. 

The PRESIDING OFFICER. The re
port will be read for the information of 
the Senate. 

The legislative clerk read the report. 
<For conference report see pp. 11071-

11098 of House proceedings of CoNGRES
s:O:rojAL RECORD, July 19, 1954.) 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the report? 

There being no objection, the Senate 
proceeded to consider the report. 

Mr. CAPEHART. Mr. President, a~ 
the Senate knows very well, there were 
many di1Ierences between the Senate and 
House versions of the Housing Act of 
1954. In all, there were about 160 differ
ences. Many of these were major ones, 
although there were, as usual, a number 
of technical differences. 

After the House had passed its bill, 
and while your committee was consider
ing its bill, charges of widesprea~ irregu
larities and abuses under certam of the 
Federal housing programs were brought 
to light by the administration. 

Immediate hearings were scheduled 
by your committee. These resulted in 
changes in the Senate bill to plug all 
the loopholes which your committee was 
able to detect in existing law as a means 
of preventing a recurrence of any of 
the same or similar irregularities and 
abuses that have developed in the ad
ministration of the housing program. 

· After the Senate had passed the bill 
and I had an opportunity to study the 
differences between our bill and the 
House bill, it became evident to me that 
it was not feasible to expect the Senate 
and the House conferees to iron out all 
the differences in the two bills by June 
30, 1954, the date on which certain pro
visions would expire. Consequently, I 
introduced Senate Joint Resolution 167, 
which, among other things, extended to 
July 31, 1954, those provisions of the 
housing acts expiring on June 30, 1954. 

The organizational meeting of the 
committee of conference was held on 
June 28, 1954. Thereafter, as chairman 
of the conference, I called at least nine 
further meetings, each of which lasted 
several hours. 

I want to express my very sincere per ... 
sonal appreciation for the sp~endid co
operation · r~ceived from each m~mber 
of the conference. Each side sincerely 
and ably attempted to reconcile its views 
with those of the other side. All mem-

bers were willing to meet frequently and 
for long periods of time. 

As a direct result, we were able to dis
pose of matters in disagreement-about 
160 in all-on a. point by point basis
in good time, and I believe to good pur
pose. 

On Friday of last week the conferees 
reached agreement on all matters. 

I am of the firm conviction that the 
Senate conferees obtained the most fa
vorable bill possible. Therefore, I rec
ommend that the Senate approve the 
action of its conferees. 

You all know, of course, that the 
House already on Tuesday of this week 
approved the action of its conferees. 

Briefly, 1-shall discuss now what seem 
to me to be the especially significant 
problems that confronted your conferees 
and how the conferees resolved the mat
ters in disagreement. 

mREGULARlTIES AND ABUSES 

As I indicated before, it was while your 
committee was considering its bill that 
charges of widespread irregularities ·and 
abuses under certain of the Federal hous
ing programs were made by the admin
istration. 

The hearings we held following these 
disclosures helped us to determine the 
possible remedial action that could be 
taken in the present legislation to stop 
these abuses. 

Accordingly, in the bill originally 
reported by your committee, several 
amendments were adopted to plug the 
loopholes we were able to detect. In 
practically all cases these amendments 
were retained in the conference bill. 

Your committee is proceeding with the 
investigation of Federal Housing pro
grams under Senate Resolution 229, 
adopted this session. When it com
pletes that investigation, your commit
tee expects to be in a position to recom
mend further strengthening of the Fed
eral housing laws against any possible 
abuses or irregularities. 

TITLE l 

One category of abuse involved opera
tion under title I of the National Hous
ing Act, as amended. It was charged 
that dynamiters or suede shoe boys had 
employed high-pressure sales techniques 
to sell the homeowner materials or serv
ices he did not really need at a price 
frequently far above the market price. 

FHA, in general, relied on lending in
stitutions to police the title I program. 
At times it was charged that unscrupu
lous salesmen falsely used the name of 
FHA in order to lead the borrower to 
believe that the Federal Government 
approved the projects sold to the home
owners. 

In the bill as reported from commit
tee and passed by the Senate, several 
amendments were adopted to prevent a. 
recurrence of these abuses. 

. First, the lending institution was re
quired to assume 20 percent of the risk 
of loss on each individual loan. The 
Senate bill provided for 20 percent. It 
was later compromised, and the con
ferees agreed on 10 percent. This ac
tion was taken in order to induce par
ticipating lending institutions to use 
more care in the handling of title I pro
grams. 

. The -conferees were of · the· GPmion 
that this result, without impairing the 
effectiveness of the program, could be 
obtained by requiring the lending in
stitution to share the risk of loss by 
assuming 10 percent of the loss on each 
individual · claim. The conference bill 
so provides. · 

Second, the Senate bill required that 
to be eligible as a lender under title I, 
an institution must be a lending insti
tution subject to inspection and super
vision of a Government agency required 
by law to make periodic examinations 
of books and accounts, and must be 
found by the Commissioner to be quali
fied by experience or facilities to take 
part in the title I programs. 

In addition, the Senate bill allowed 
other lending institutions to take part 
in these programs only after the FHA 
Commissioner approves them on the 
basis of their credit and experience or 
facilities . to make and service title I 
loans, advances, or purchases. The con
ferees accepted this amendment. 

Third, the Senate bill limited home 
improvements under title I to items 
which substantially protect or improve 
the basic livability or utility of prop
erties. It directed the FHA Commis
sioner to declare ineligible from time to 
time items which do not meet this 
standard, and also permitted him to 
make ineligible any item especially sub
ject to selling abuses. This amendment 
was retained by the conferees. 

Fourth, in order to preveht the pro
ceeds of a title I loan from being used 
as part of the downpayment for pur
chase of a new house, the Senate bill 
prohibited the use of title I loans with 
respect to new houses until they have 
been occupied for at least 6 months. 
This provision was retained by the con
ferees. 

Fifth, in .order to prevent the pyramid
ing of loans under title I, the Senate bill 
prohibited any title I loans on a single 
structure from exceeding the 'dollar 
limit set forth by statute for that 
particular type of loan. For example, no 
title I home improvement loans could be 
outstanding at any one time as to a 
single structure for more than $2,500. 
The conferees likewise retained this 
amendment. 

All of the foregoing proposed amend
ments to section 2 <a> of the National 
Housing Act are contained in section 101 
of the conference bill. In order to afford 
time for proper amendment of FHA 
regulations to conform with these new 
amendments, the conferees would make 
them effective on the first day after the 
first full calendar month following the 
date of approval of the bill. 

Sixth, as a further remedial measure, 
section 132 of the Senate bill, which was 
retained in the bill approved by the 
conference, would add a new section 
512 to the National Housing Act grant
ing the FHA Commissioner broad au
thority to blacklist offending lenders, 
builders, contractors, dealers, salesmen, 
sales agents, and borrowers. 

He could do so if he determines any 
such person or firm has knowingly or 
willfully violated any provision of the 
National Housing Act or title lli of the 
Servicemen's Readjustment Act of 1944, 
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or any pertinent regulation of either 
act, or has violated any penal law in 
connection with work done under either 
act, or has materially failed to carry out 
contractual obligations with ·respect to 
such work. 

No person or firm can be so blacklisted 
until he has had reasonable opportunity 
to be heard and represented by counsel 
before the FHA Commissioner. How
ever, any blacklisted person or firm will 
be denied the benefits of the operative 
housing programs under the National 
Housing Act. 

Seventh, the conference committee 
also agreed to retain section 131 of the 
Senate bill, which would amend section 
709 of the Federal Criminal Code to make 
it a criminal offense for any firm or busi
ness to use the letters "FHA" as part of 
its name in order to convey a false im
pression that the name or business has 
some connection with or authority from 
the FHA or Government which does not 
in fact exist. 

The conference bill also would make it 
a crime to claim falsely that any repair, 
improvement, or alteration is authorized 
or recommended by FHA or the Federal 
Government when such a claim is made 
in order to induce anyone to enter into 
a contract for such improvements. 

The bill as agreed to in conference also 
would make it a crime to represent 
falsely by any device whatsoever that 
any project, business, or product has · 
been endorsed, authorized, or approved 
by FHA or the Federal Government. 

The conferees retained the intent of 
an amendment relating to this same 
problem by the senior Senator from Vir
ginia [Mr. BYitD] by making it a crime to 
advertise or represent falsely that any 
housing unit or project has been en
dorsed, authorized, inspected, appraised, 
or approved by HHFA, FHA, FNMA, 
PHA or any other agency of the Federal 
Government. 

The conferees also included a provi· 
sion prohibiting misuse of the words 
"Housing and Home Finance Agency, 
Federal Housing Administration, and 
Federal National Mortgage Association." 

These are the major amendments 
adopted by the Senate and preserved by 
the conference in order to prevent fu· 
ture abuses or irregularities under Title 
I of the National Housing Act. 

As passed by the Senate, the bill also 
would have written into the law several 
safeguards under the Title I programs 
presently carried in FHA regulations. 

Mr. President, at this time I ask unan· 
imous consent to have printed in the 
RECORD the FHA regulations to which I 
have referred and which regulations 
have been adopted in the last 6 months 
by FHA in order to put a stop to the 
irregularities and abuses we have been 
learning about and reading so much 
about in the newspapers. 

There being no objection, the regula· 
. tions were ordered to be printed in the 

RECORD, as follows: 
TITLE I. PROPERTY IMPROVEMENT LoANS 

GENERAL ADMINISTRATIVE POLICY APPLICABLE TO 
PROPERTY IMPROVEMENT LOANS REPORTED FOB 
INSURANCE UNDER TITLE I OF THE NATIONAL 
HOUSING ACT 

The title I program provides an instrument 
by which financial institutions, the building 

and allied industries, and the Federal Gov
ernment combine to assist borrowers to make 
eligible improvements to their property. The 
operation of the title I program is based on 
the good faith of all concerned-the good 
faith on the part of the individual borrower 
who applies for and receives a loan, the good 
faith of the dealer or contractor in carrying 
out the terms of his contract and rendering 
proper service to the customer, the good faith 
of financial institutions in acquiring and 
servicing title I loans, and the good faith 
of the Federal Housing Administration in 
carrying out its obligations and responsibili
ties. While certain regulatory measures are 
necessary to effectuate mutual objectives, a 
large responsibility is placed upon partici
pating lending institutions for the exercise 
of sound discretion and prudent practices 
in carrying out the program. 

The guiding principles set forth herein are 
to assist the lending institution in the 
proper operation of its title I lending activity. 

These principles may be interpreted as the 
general administrative policy of the Admin
istration but they are not regulatory. This 
statement of policy is presented to clarify 
certain questions which may arise and to 
offer helpful suggestions gained by the Fed
eral Housing Administration in the light of 
its experience over a number of years. 
QUALIFICATIONS FOR A CONTRACT OF INSURANCE 

Under title I of the National Housing Act, 
as amended, the Commissioner is authorized 
and empowered to insure banks, trust com
panies, personal finance companies, mortgage 
companies, building and loan associations, 
installment lending companies, and other 
such financial institutions, which he finds 
to be qualified and approves as eligible for 
credit insurance, against losses which they 
may sustain as a result of eligible property 
improvement loans. Application for a con
tract of insurance may be made upon the 
proper form to the Federal Housing Ad
Ininistra tion. 

A. The following institutions are eligible 
to hold a contract of insurance: 

1. Financial institutions which have held 
a contract of insurance and have demon
strated to the Commissioner their ability to 
conduct satisfactorily their title I operations. 

2. Members of the Federal Reserve System, 
of the Federal Horne Loan Bank System, and 
institutions whose deposits are insured by 
the Federal Deposit Insurance Corporation. 

3. ~ny Federal, State, or municipal govern
mental agency that is or may hereafter be 
empowered to conduct an installment lend
ing operation. 

B. Any lending institution not herein
before mentioned may qualify for a contract 
of insurance upon application, 1f it possesses 
the following qualifications and meets the 
following conditions to ·the satisfaction of 
the Commissioner: 

1. It is a chartered institution or other 
permanent organization having succession 
and having sound capital funds properly pro
portioned to its liabilities and to the charac
ter and extent of its operations. 

2. It is subject to inspection and supervi
sion by a governmental agency; or if not 
subject to such inspection and supervision, 
it submits an independent detailed audit of 
its books made by an accountant satisfactory 
to the Commissioner, and so long as it holds 
a contract of insurance, it files with the Corn
missioner similar audits at least once in each 
calendar year. 

3. Its principal activity is lending funds, 
or investing in mortgages, consumer install
ment notes, or similar advances of credit, and 
it demonstrates its ability to pass on bor
rower's credit and to effect collections. 

4. It is periOitted by statute in the juris
diction(s), in which it proposes to operate, 
to make loans in the maximum amounts and 
maturities as prescribed by the act. 
· 5. It has lending quarters and facilities 
that are in keeping with the accepted faclli-

ties of financial institutions making con· 
surner credit type loans; 

TERMINATION OF A CONTRACT OF INSURANCE 

A contract of insurance may be terminated 
with respect to any future business at any 
time upon 5 days written notice from the 
Commissioner where it appears to the Com
missioner that a financial institution is not 
exercising proper credit judgment, is not 
taking the steps which may be considered 
reasonably necessary to safeguard its out
standing loans, or is not exercising proper 
care in selecting those from whom it pur
chases notes. Cancellation of a contract of 
insurance will in no way adversely affect 
the insurance reserve on loans theretofore 
accepted for insurance recordation. 

If an insured elects to discontinue the 
making of title I loans it may request a ter
mination of the contract of insurance and all 
insurance reserves earned by such insured as 
of the date of termination by the Commis
sioner will remain to its credit until (1) ex
hausted by the filing of claims for loss, or (2) 
the liquidation of all title I loans in the port
folio of such insured. It is necessary that 
notice in writing of the contemplated action 
be given to the Commissioner sufficiently in 
advance of the desired effective date to per
mit an orderly processing of pending ioan 
reports. 

INSURANCE PROTECTION AFFORDED 

The total amount of title I loans with re
sepect to which the Commissioner may grant 
insurance and which may be outstanding at 
any one time is set at a maximum of $1,750,-
000,000. 

An insurance reserve is established for 
each insured equal to 10 percent of the ag
gregate net amount advanced by it on all 
eligible loans. It is the lending institution 
which is insured and not the individual loan. 
From the reserve which may be accumulated 
there is deducted the amount of the claims 
paid to such insured. On January 1 or July 
1 next following the expiration of a period 
of 30 months after the issuance of the con
tract of insurance to a lending institution 
by the Commissioner the amount of insur
ance reserve to the credit of such insured 
shall be adjusted by carrying forward into 
the next semiannual period four-fifths of 
the unused reserves outstanding on each 
such date. The insurance reserve of each in
sured will be adjusted in like manner on 
each subsequent semiannual period. 

The amount of unused reserves to be car
ried forward at the beginning of each semi
annual period will be determined according 
to the records of the Cornmissoner and a 
statement showing the amount of such un
used reserves will be furnished to each il'l· 
sured as promptly as possible after the close 
of each semiannual period. 

Each individual loan is reported to the 
Commissioner and is accepted by him for in
surance recordation in reliance upon the cer. 
tification of the institution that the loan 
was made in accordance with the provisions 
of all applicable regulations. If default oc
curs and claim for reimbursement of loss is 
made by the lending institution, the claim 
will be paid upon proper audit and finding 
that the loan was handled in accordance with 
the regulations. 

Where reasonable credit judgment is ex
ercised and the institution makes a fair vol· 
ume of loans, the insurance coverage afford
ed is virtually a 100-percent guaranty against 
loss. 

INSURANCE CHARGE 

The regulations provide for an insurance 
premium charge of three-fourths percent per 
annum of the net proceeds of each loan 
reported for insurance, except that the 
charge is one-half percent per annum on 
class 1 (b) loans in excess of $2,500, ex
clusive of financing charges, and on class 
2 {b) loans having a maturity in excess of 
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'1 years. The charge for a full month is made 
for the fractional period of a month of more 
than 15 days but no charge is made for the 
fractional period of a month of 15 days- or 
less. For example, in the case of a loan 
for a term of 36 months and 15 days a 
charge is made for 36 months and in the case 
of a loan for a term of 36 months and 16 
days a charge will be made for 37 months. 
As an 1llustration of the computation of tha 
insurance charge, if the net proceeds of a 
loan maturing in 36 equal monthly install
ments beginning 1 calendar month after the 
date of the note is $1,000, the premium 
charge would be 214 percent (3 years times 
three-fourths percent) of $1,000 or $22.50. 

The lending institution will be billed once· 
a month on all loans reported for insurance 
during the previous period, the receipt of 
which have been acknowledged b.y the Com
missioner. Detailed information and in
structions are available to lending institu
tions pertaining to the computation and· 
payment of the insurance charge so as to 
avoid misunderstanding and assure the 
efficient handling of the matter with the 
minimum effort. 

No part of the insurance charge may be 
passed on to the borrower directly or in
directly if such charge would cause the 
total payments made by the borrower to 
exceed the maximum charge permitted. 

LENDING AREA 

The Federal Housing Administration ex
pects a qualified financial institution to 
confine its title I business to the trading area 
'USUally served by the institution in its 
normal operations. It has been our· expe
rienc~ that when an institution extends its 
lending operations, beyond a territory which 
it services in its other lending activities, it 
cannot properly or profitably handle such 
business. A lending institution must be in 
a position to investigate credits, make 
periodic spot checks of the . improvements 
being financed, and have its own employee 
or qualified representative make personal 
contact with delinquent borrowers. 

LOAN CHART 

The following chart is provided so that the 
maximmn amount, maturity, and financing 
charge of an eligible loan may be readily 
determined: 

Typeo Type improvemen ~ Maximum maturity Maximum Maximum financing charge loan amount 

Class 1 (b) __ Repair, alteration, or improve- 3 years 32 days ________ $2,500 $5 discount per $100 per year. 
ment of an existing structure. 

Class 1 (b) __ Alteration, repair, improve· 7 years 32 days ________ 10, 000 $5 discount per $100 per year 
mentor conversion of existing if $2,500 or less, $4 discount 
structure used or to be used as per $100 if in excess of 
an apartment house or a dwell· $2,500. 
ing for two or more families. 

Class 2 (a) __ Construction of a new structure 3 years 32 days ___ ____ _ 3,000 $5 discount per $100 per year. 
to be used exclusively for other 
than residential or agricultural 
purposes. 

Class 2 (b) __ Construction of a new structure 7 years 32 days. If 3,000 $5 discount per $100 per year, 
to be used in whole or in part secured by first lien, $3.50 discount per $100 if 
for agricultural purposes, ex· 15 years 32 days. maturity is in excess of 7 
elusive of residential purposes. 

The added 32-day period is provided in 
order to permit the maximum of 36, 84, or 
180 monthly payments, as the case may be, 
in the event there should be 2 calendar 
months to the first payment. 

ELIGIBLE NOTES 

In order that a note may be eligible it is 
necessary that it bear the genuine signature 
of the borrower(s). The note must be valid 
and enforceable against the "borrower(s)" 
as defined in the regulations; also any sig
nature in addition to the borrower(s), such 
as the comakers or endorsers, must be gen
uine. A note bearing the forged signature 
of any of the obligors, whether primarily or 
secondarily liable, is not insurable. In this 
connection, if the note is executed for and 
on behalf of a corporation or in a repre
sentative capacity, the note must create a 
binding obligation of the principal. The 
note must stipulate the number and amount 
of the equal periodical payments, with the 
first payment not less than 6 days nor more 
than 2 calendar months from the date of the 
note. It is suggested that the date fixed by 
the insured institution for the first and sub
sequent payments should be made agreeable 
to the borrower and correspond whenever 
possible with the date on which he receives 
his income. 

Notes must contain a provision for accel
eration of maturity upon default, either 
automatically or at the option of the holder. 

FINANCING CHARGES 

The maximum financing charge allowed by 
the regulations is intended to cover all ex
penses that may be incurred by the institu
tion in placing the transaction on its books, 
except the following expenses that may be 
incurred· in taking security for the loan: 
recording or filing fees, docUinentary stamp 
taxes, title-examination charges, and hazard
insurance premiuDlS. These costs may not 
be included in the face amount of the note 

years 32 days. 

nor paid out of the proceeds of the loan but 
they may be paid by the borrower as a sepa
rate item. 

Although the standard formula for deter
mining the charge to the borrower contem
plates a monthly installment note, it is in
tended that the same resulting ratio shall 
apply in the case of a note on which there 
is only one payment (or any number more 
or less than 12) per year, as in the case of a 
farmer or a producer of livestock who is 
making payments in accordance with the 
dates on which his income is received. It is 
suggested that an interest-bearing note, at 
the lowest rate compatible with the locality 
and credit conditions, should be used where 
a note calls for seasonal payments. 

Late charges 
A late charge is to reimburse the insured 

for work involved in following the borrower 
for a delinquent payment. It is not a part 
of the original finance charge, which is de
termined at the time the loan is granted, on 
the basis that the note wlll be paid in ac
cordance with its terms. The collection of 
late charges shall not be considered in com
puting the maximum amount which the in
sured institution may charge the borrower 
for discount, interest, or fees. 

If the borrower makes a payment to be 
applied to his regular installment, it is not 
permissible for the institution _to deduct late 
charges that have been billed unless the bor
rower specifies such deduction. However, 1f 
in the absence of specific instructions from 
the borrower the institution advises the bor
rower in writing that a ·portion of his pay
ment will be app-lied to late charges and the 
borrower expresses no ob-jection, such appli
cation shall be considered permissible inso
far as the FHA regulations are concerned. 
Evidence .supporting the application of late 
charges collected must be included in the file 
when a claim !or loss is made. The showing 
o! late chare;es incurred on Form FH-7, 

"Title I Claim ;for Loss," will .be considered 
as sufficient evidence of billing if the amount 
of the payment received includes an amount 
to satisfy the full amount of the past due 
installment, plus ·the amount of the late 
charge incurred. The Federal Housing Ad
ministration does not reimburse the institu
tion for uncollected late charges. 

It is not intended that late charges shall 
take the place of interest on the principal 
after the maturity of the whole obligation. 
Thus a provision for such interest after ma
turity will not conflict with the limitations 
set forth in the regulations which refers only 
to interes~ or late charges taken on a specific 
installment for failure to make that payment 
on its due date. 

Lump-sum payments 
The acceptance of a voluntary payment of 

one or more installments prior to due date 
shall not be construed as increasing the 
maximum permissible financing charge as 
provided in the regulations. However, if the 
prepayment sum exceeds two full install
ments it is recommended that the lending . 
institution have a clear understanding with 
the borrower as to the date of the next pay
ment. Too long a period should not elapse 
between the application of a lUinp-sum pay
ment and the date for continuation of regu
lar payments unless there are legitimate rea
sons for an extended lapse of time. It is 
extremely important. to. maintain the paying 
habit of the borrower. 

D iscount factor 
A discount of $5 on a $100 note for a period 

of 1 year, with provision in the note for 
equal monthly installment payments, gives 
a ratio of 0.097166_ of total charge paid by 
borrower to average amount outstanding on 
the debt during the period of the loan. This 
is the maximum charge that may be obtained 
from the borrower on a note of any amount, 
of any maturity, and regardless of the num
ber of installment payments. 

On a 1-year monthly payment note, the 
discount factor is 0.05. On a 24-month note, 
however, the discount factor is 0.091912; 36-
month note, 0.130282, etc. On a discount 
note of $1,000 face amount, the amount of 
discount for 12 months would be $50; for 
24 months, $91.91; for 36 months, $130.28. 

Gross charge factor 
A lending institution desiring to ascertain 

the maximum amount of interest and fees 
it would be permissible to charge the bor
rower on any principal sum in order not to 
exceed the ratio of 0.097166 of total charge to 
the borrower to average amount outstanding 
on the debt during the period of the loan, 
can do so by using the gross charge factor. 
Thus, on a 1-year note the gross charge factor 
is 0.052632; on a 24-month note, 0.101215; 
on a 36-month note, 0.149798. Thus, by tak
ing a $950 advance and multiplying by the 
proper gross charge factor the amount of 
interest and fees allowed for 12. months will 
prove to be $50; for 24 months, $96.15; for 
36 months, $142.31. 

Tables of calculations 
The following factor tables may be used to 

facllitate the correct computation of the 
maximum financing charges. A lesser charge 
may be taken and is encouraged by the Fed
eral Housing Administration. In the center 
column of each table are installments for 
any maturity up through 36 months. In 
the left-hand column are gross charge fac
tors. The amount of cash proceeds (the 
principal sum the borrower receives), multi
plied by the gross charge factor for any ma
turity, will give the maximum permissible 
amount of interest and fees that may be 
charged the borrower. In the ·right-hand 
coluinn are discount !actors. The face 
amount multiplied by the discount factor 
for any maturity desired, will give the maxi
mum permissible amount o! discount that 
may be charged. 
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$5 factor tables 

INSTALLMENTS PA~ABLE MONTHLY 

$5 factor tables-Continued 

INSTALLMENTS PAYABLE MONTHLY--continued 

Gross charge factor (based 
on $1 of net proceeds) 

0.028340-----------------------
0.032389_- - --------------------
0.036437-----------------------
0.040486.----------------- . ! .. -
0.044534_-- --------------------
0.048583.----------------------
0.052632.--------- -----------~-
0.056680_- -------------------- -
0.060729.----------------------
0.064778_ -- --------------------
0.068826.----------------------
0.07287 5.--------------------- -
0.076924.------------------- -- -
0.080971_- ---------------------
0.085020.----------------------
0.089068.----------------------
0.093117-----------------------
0.097166_ ----------------------
0.101215.----------------------
0.105263_- - - ---~- ------------- -
0.109312_- - --------------------
0.113360.--------------------- -
0.117408.----------------------
0.121457--- -- ------- - ----------

Number of 
installment 
payments 
in which 
loan is to 
be repaid 

6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

D iscount 
factor 

based on 
$1 of face 
amount 

0.0275fi9 
.031373 
, 035156 ' 
.0.38911 
. 042636 
. 046332 
.050000 
.053640 
.057252 
. 060837 
. 064394 
. 067925 
. 071429 
.074906 
.078358 
.081784 
.085185 
.088561 
. 091912 
. 095238 
.098540 
.101818 
.105072 

Gross charge factor (based 
· on $1 of net proceeds) 

0.125506-----------------------
0.129554.----------------------
0.133603.----------------------
0.13765L _ ------------- _- ------
0.141700.----------------------
0.145748.----- -- -------------- -
0.149798_- -- -------------------

Number of 
installment 
payments 
in which 
loan is to 
be repaid 

30 
31 
32 
33 
34 
35 
36 

Discount 
factor 

based on 
$1 of face 
amount 

0. 111511 
.114695 
.117857 
.120996 
.124113 
.127208 
.130282 

INSTALLMENTS PAYABLE QUARTERLY 

0. 024291_ _____________________ _ 

0. 036437---- ------------------ -0. 048583 ________ ______________ _ 
0. 060729 __________________ ___ _ _ 
0. 072874 ______________________ _ 
0. 085020 ______________________ _ 
0. 097166 ______________________ _ 
0. 109312 ______________________ _ 

0.121457-----------------------. 0. 133603 ______________________ _ 
0. 145749 ______________________ _ 
0.157895 ______________________ _ 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

0. 023715 
.035156 
.046332 
. 057252 
. 067925 
.078358 
. 088561 
. 098540 
.108303 
.117857 
.127208 
.136364 

. 108303 ___________ _:_ ___ __.:.. ___ _ 

Refinancing rebate schedule 

INSTRUCTIONS 
1. Select original term in the "Term of loan" column. 
2. Select installments matured in the "Number of installments matured" column. 
3. Where the lines intersect will be found the percentage of the full financing charge to be rebated. 

Number of installments matured 

T erm ofloan 1 
2 

}_ ____ __ ------------------- 0 --- 3 
2 ___ _ - --------------------- 33.33 0 --- 4 
3 ___ __ ---- - ---------------- 50.00 16. 67 0 --- 5 
4 ___ _________ - ------------- 60.00 30.00 10.00 0 --- 6 
5 ___ _ -- -------------------- 66.67 40. 00 20.00 6. 67 0 --- 7 
6 __ __ ---------------------- 71.43 47. 62 28.57 14. 29 4. 76 0 --- 8 
7-------------------------- 75.00 53.57 35.71 21.43 10.71 3.57 0 --- 9 
8 ____ - --------------------- 77.78 58.33 41.67 27.78 16.67 8.33 2. 78 0 --- 10 
9 ___ _ - ---- - ---------------- 80. 00 62.22 46.67 33.33 22.22 . 13.33 6.67 2. 22 0 ---

$5 factor tables-Continued 

INSTALLMENTS PAYABLE SEMIANNUALLY 

Gross charge factor (based 
on $1 of net proceeds) 

0.048583.----------------------
0.072874_--- -------------------
0.097166.----------------------
0.121457-----------------------
0.145749.----------------------
0.170040.------- -------------- -

Number of 
installment 
payments 
in which· 
loan is to 
be repaid 

1 
2 
3 
4 
5 
6 

Discount 
factor 

based on 
$1 of face 
amount 

0.046332 
. 067925 
.088561 
.108303 
.127208 
.145329 

INSTALLMENTS PAYABLE ANNUALLY 

0.097166_-- --------------------1 0.145749_-- --------------- - - ---
0.194332.---------------------- ~I 0. 088561 

.127208 

.162712 

NOTE.-Financial institutions desiring $4 or $3.50 
gross charge or discount factors, or $5 factors for maturi
ties in excess of 3 years, may secure same by writing to the 
Federal Housing Administration, Washington, D. C. 

~ . 
. 

11 1.' 
10 ____ -------- -------- - - ---- 81.82 65.45 50.91 38.18 27.27 18.18 10. 91 5. 45 1. 82 0 --- 12 
1 l_ ___ - --------------------- 83.33 68.18 54.55 42.42 31.82 22.73 15.15 9.09 4. 55 1. 52 0 --- 13 
12 ___ _ -- -------------------- 84.62 70. 51 57.69 46. 15 35. 90 26.92 19.23 12.82 7. 69 3.85 1. 28 0 --- 14 
13 ____ --------------- ------- 85.71 72.53 60.44 49.45 39.56 30.77 23.08 16. 48 10.99 6. 59 3.30 1.10 0 --- 15 
14 ___ __ --------------------- 86.67 74.29 62.86 52.38 42.86 34.29 26.61 20.00 14.29 9. 52 5. 71 2.86 .95 0 --- 16 
15 ___ _ ---------------------- 87.50 75.83 65.00 55.00 45.83 37.50 30. 00 23.33 17.50 -12.50 8.33 5.00 2.50 .83 0 --- 17 
16 ___ __ -- --- ___ _. _____ ------- 88.24 77.21 66.91 57.35 48.53 40.44 33.09 26.47 20.59 15.44 11.03 7.35 4.41 2. 21 . 74 0 ---
17-------------------------- 88.89 78.43 68.63 59.48 50.98 43.14 35.95 29.41 23.53 18.30 13. 73 9.80 6. 54 3. 92 1.96 .65 0 
18 ___ _ - --------------------- 89.47 79. 53 70.18 61.40 53.22 45.61 38.60 32.16 26.32 21.05 16.37 12.28 8. 77 5.85 3. 51 1. 75 .58 
19 ___ _____ - ----------------- 90.00 80.53 71.58 63.16 55.26 47.89 41.05 34.74 28.95 23.68 18.95 14.74 11.05 7.89 5.26 3.16 1.58 
20 ___ _ ---------------------- 90.48 81.43 72.86 64.76 57. 14 50.00 43. 33 37.14 31.43 26.19 21.43 17.14 13.33 10.00 7.14 4. 76 2.86 
21_ ___ ---------------------- 90.91 82. 25 74.03 66.23 58.87 51.95 45.45 39.39 33.77 28.57 23.81 19.48 15.58 12.12 9.09 6.49 4.33 
22 _____ _ - ------------------- 91.30 83.00 75.10 67.59 60.47 53.75 47.43 41.50 35.97 30.83 26. 09 21.74 17.79 14.23 11.07 8.30 5.93 
23 ... ------- - --------------- 91.67 83.70 76.09 68.84 61.96 55.43 49. 28 43.48 38.04 32.97 28.26 23. 91 19.93 16.30 13.04 10.14 7.61 
24 ___ ----------------------- 92.00 84.33 77.00 70.00 63. 33 57.00 51.00 45.33 40.00 35.00 30.33 26.00 22.00 18.33 15.00 12.00 9.33 
25 __ ------------------ ------ 92.31 84.92 77.85 71.08 64.62 58.46 52.62 47.08 41.85 36.92 32.31 28.00 24.00 20.31 16.92 13.85 11. 08 
26 __ __ - --------------------- 92.59 85.47 78.63 72.08 65.81 59.83 54.13 48. 72 43.59 38.75 34.19 29.91 25.93 22.22 18.80 15.67 12.82 
27-------------------------- 92.86 85.98 79.37 73.02 66.93 61.11 55.56 50.26 45.24 40.48 35.98 31.75 27.78 24.07 20.63 17.46 14.55 
28 ___ _ - --------------------- 93.10 86.45 80.05 73.89 67.98 62. 32 56.90 51.72 46.80 42.12 37.68 33.50 29.56 25.86 22.41 19.21 16.26 
29 _________ ----------------- 93.33 86.90 80.69 74.71 68.97 63.45 58.16 53.10 48.28 43.68 39.31 35.17 31.26 27.59 24.14 20. 92 17.93 
30 ___ ----------------------- 93.55 87.31 81.29 75. 48 69.89 64.52 59.35 54.41 49.68 45. 16 40.86 36.77 32.90 29.25 25.81 22. 58 19.57 
3L. ------------------------ 93. 75 87.70 81.S5 76.21 70.77 65.52 60.48 55.65 51.01 46.57 42.34 38.31 34.48 30.85 27.42 24.19 21.17 
32 ____ - -------------------- - 93. 94 88.07 82.39 76.89 71.59 66.48 61.55 56.82 52.27 47.92 43.75 39.77 35.98 32.39 28.98 25.76 22. 73 
33 ______ -- ------------------ 94.12 88.41 82.89 77.54 72.37 67.38 62.57 57.93 53.48 49. 20 45.10 41.18 37.43 33.87 30.48 21.Zl 24.24 
34 .. ------------------------ 94.29 88. 74 83.36 78.15 73.11 68.24 63.53 58.99 54.62 50.42 46.39 42.52 38.82 35.29 31.93 28.74 25.71 
35 __ __ - --------------------- 94.44 89. 05 83.81 78.73 73.81 69.05 64.44 60.00 55. 71 51.59 47.62 43.81 40.16 36.67 33.33 30. 16 27.14 
36 _____ --------------------- 94.59 89.34 84.23 79.28 74.47 69.82 65.32 60.96 56.76 52.70 48.80 45.05 41.44 37. 99 34.68 31.53 28.53 

Term of loan 18 
19 

18.---------------- 0 --- 20 
19_ ---------------- .53 0 --- 21 
20 .• --------------- 1.43 .48 0 --- 22 
2L. -------- ------- 2.60 1. 30 .43 0 --- 23 
22.---------------- 3.95 2. 3~ 1.19 .40 0 --- 24 
23 ___ - ----- -------- 5.43 3.6 2.17 1.09 - .36 0 --- 25 
24 ____ - ------------ 7.00 5.00 3. 33 2. 00 1. 00 . 33 0 --- 26 
25.---------------- 8.62 6.46 4. 62 3.08 1. 85 .92 .31 0 --- Z1 
26 •• --------------- 10.26 7.98 5.98 4. Z1 2.85 1.71 .85 .28 0 --- 28 
Z1----------------- 11.90 9.52 7.41 5.56 3.97 2.65 1. 59 • 79 .26 0 --- 29 

28_- --------------- 13.55 11.08 8.87 6.90 5.17 3.69 2.46 1.48 • 74 .25 0 --- 30 
29_ ---------------- 15.17 12.64 10.34 8.28 6.44 4.83 3.45 2.30 1.38 .69 .23 0 --- 31 
30 •• --------------- 16.77 14.19 11.83 9.68 7. 74 6.02 4. 52 3.23 2. 15 1.29 .65 .22 0 --- 32 31_ ________________ 

18. 35 16.73 13.31 11.09 9.07 7.26 6.66 4. 23 3.02 2.02 1. 21 .60 .20 0 --- 33 
32.---------------- 19.89 17.23 14. 77 12.60 10.42 8. 62 6.82 5. 30 3. 98 2. 84 1.89 1.14 .67 .19 0 1- M 

33.---------------- 21.39 18.72 16.22 13.00 11.76 9.80 8.02 6.42 4.99 3. 74 2.67 1. 78 1.07 . 53 .18 0 --- 35 

34----------------- 22.86 20.17 17.65 15.29 13.11 11.09 9.24 7.56 6.05 4. 71 3.53 2.52 1.68 1.01 .50 .17 0 -35 _____ ___________ 
24.29 21.59 19.05 16.67 14.44 12.38 10.48 8. 73 7.14 5. 71 4.44 3.33 2.38 1. 59 .95 . 48 .16 0 

36..---------- 25.68 22.97 ~.42 18.02 15.77 18;66 11.71 9.91 8.26 6. 76 5.41 4.~ 3.15 2.25 L50 .00 .45 .15 
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Prepayment rebate 

Where the prepayment of an installment is 
merely a voluntary payment prior -to its due 
date, such payment shall not be construed as 
increasing the _ratio provided for in the regu
lations. However, if the entire balance out
standing on the note is paid in advance, the 
lending institution must make ·a rebate at a 
rate not less than 6 percent per annum of the 
amounts so paid in advance of their due 
dates if the lending institution has taken 
the maximum charge permitted. If a lesser 
charge has been taken, the rebate must be at 
not less than a proportional rate. The pro
portional rate to be used where a $4 discount 
has been taken is 0.0475 and if a $3.50 dis
count has been taken the rate is 0.0414. The 
unearned portion of the original charge re
tained by the lending institution represents 
compensation to it for making the loan and 
setting the transaction up on its books. 

The formula for arriving at the minimum 
rebate is: 
Unmatured balance X 6 percent N + 1 
--------------X---= 

M 2 
minimum rebate 

NoTE.-N=number of periods anticipated. 
M=number of payments per year. "Un
matured balance" does not include past due 
amounts. Substitution of any greater per
centage for 6 percent is encouraged. 

Example: Date of note; June 15, 1950; face 
amount, $344.94; net proceeds, $300; finance 
charge, $44.94; 36 payments of $9.58, begin
ning July 15, 1950; prepaid in full, August 
15, 1951. 

$344.94-(14X$9.58) X 0.06 22+1 
----------X--= 

12 2 
$12.12 (minimum rebate) 

The following table of factors may be used 
in lieu of the formula to calculate the mini
mum rebate which must be returned to the 
borrower. These factors apply where the 
maximum $5 rate was used and where pay
ment were by monthly installments. 

Prepayment rebate factor table 
To determine prepayment rebate, multiply 

_amount of · monthly installment by the ap
plicable factor. 
Number months 6-percent rebate 

anticipated: factors 
35-------------------------------- 3.150 
34-------------------------------- 2.975 33 ________________________________ 2.805 

32-------------------------------- 2.640 
31-------~------------------------ 2.480 ao ________________________________ 2.325 

29-------------------------------- 2.175 28 ________________________________ . 2.030 
27 ________________________________ 1.890 

26-------------------------------- 1.755 
25-------------------------------- 1.625 24 ________________________________ 1. 500 

23-------------------------------- 1.380 22 ________________________________ 1.265 

21-------------------------------- 1.155 
20-------------------------------- 1.050 19 ________________________________ .950 
18 ________________________________ .855 

17-------------------------------- .765 16 ________________________________ .680 

15-------------------------------- .600 14 ________________________________ .525 
13 ________________________________ .455 

12-------------------------------- .390 
11-------------------------------- .330 
10-------------------------------- .275 
9--------------------------------- .225 
8-------------~------------------- .180 
7-------------~ ------------------- .140 
6--------------------------------- .105 
5~-------------------------------- .075 
4 _______ : _____ ~------------------- .050 
3-------------~------------------- .030 
2--------------------------------- .015 
1--------------------------------- .005 

I!EFINANCING 

The Federal Housing Administration en
courages lending institutions to utilize the 
refinancing privilege permitted by the regu
lations in meritorious cases and where the 
facts and circumstances of the particular 
transaction justify retention of the account. 
Such action ·should be taken when it will 
assist the borrower in paying his obligation 
in full. 

In refinancing notes previously reported 
for insurance, with or without an additional 
advance, the une'arned charge must . be re
funded to the borrower. If no additional 
advance is made, the financial institution 
inay assess the borrower a $2 handling 
charge. 

For simplicity in handling, it is suggested 
in the refinancing of an account that it be 
effected on the due date of an installment. 

The formula for computing the amount 
of the unearned charge is: 

Charge for full· term x proration factor 1= 
earned charge. 

Charge for full term-earned charge=un
earned charge. 

Example: Date of note, June 15, 1950; face 
amount, $344,94; ·net proceeds, $300; finance 
charge, $44.94; 36 payments of $9.58, begin
ning July 15, 1950; refinanced, August 15, 
1951. 

$44.94 X 0.62012 2 =$27.87 (earned charge). 
$44.94-$27.87 = $17.07 (unearned charge) • 

The table of factors on the preceding insert 
may be used in lieu of the formula- to cal
culate the full unearned financing charge 
which must be credited to the borrower's 
account. 

Each refinancing transaction should be re
ported within at days from the date of 
refinancing on the Title I Refinancing Report, 
Form FH-5. 

CREDITS 

In applying for and accepting a contract 
of insurance the lending institution assumes 
certain responsibilities. One of these is the 
responsibility of applying sound principles 

·in the evaluation of credit. 

Credit investigation and analysis 
The lending institution in considering the 

credit of the applicant must bear in mind 
that available insurance coverage does not 
relieve it of the responsibility of exercising 
the care that a reasonable and prudent 
lender would take if the loan were not being 
offered for insurance. 

The applicant must furnish the lending 
institution with an executed credit appli
cation on a form approved or provided by 
the Commissioner. The lending institution 
should obtain sufficient supplementary in
formation to satisfy itself that the appli
cant represents a reasonable credit risk. If 

· in the judgment of the lending institution 
it is deemed necessary, an individual credit 
report · from a reputable credit · reporting 
agency should be obtained plus such other 
information as is considered desirable. On 
the basis of all information before the lend
ing institution it must then pass upon the 
reasonableness of the credit risk. 

Consideration should be given to the ap
plicant's ability to pay, as determined by the 
assurance of a steady and suffic1ent income 
that will allow, after the payment of ordi
nary living and operating expenses plus other 
obligations, sufficient overage to make pay
ments on his title I loan. Income from 
rents and other sources should pe given 
consideration creditwise only when such 
income is verified and when it is determined 

1 The proration factors for the various pe
riods are published in a separate booklet, 
available upon request. 

2 Proration factor for the 14th period of a 
36-payment loan. 

that the income is of a sufficiently perma
nent nature to ·continue for the life of the 
loan. 

The applicant borrower must have a repu
tation for meet~ng his o·bligations promptly. 
The· lending institution should satisfy itself 
that ' approval will not result in an overex
tension of credit. The institution's profit 
depends upon the type of credits approved 
and to make a loan to a borrower knowing 
that the additional indebtedness cannot be 
repaid, benefits no one. 

Security 
In some cases it may be advisable to ob

tain security in the form of endorsers, co
makers, or collateral. The lending insti
-tution, however, should never accept se
curity as a substitute for an otherwise un
acceptable credit risk. If a security instru
ment is taken it should be recorded in ac
cordance with the law of the applicable 
jurisdiction, and the cost may be collected 
from the borrower in addition to the maxi
mum permissible financing charge. 

Ratio of loan to value 
It is important that the lending institu

tion, when considering an application for 
a loan, determine that the value of the pro
posed improvements bears a proper rela
tionship to the value of the property being 
improved and that the amount Of credit 
applied for is in proper proportion to the 
value of the work to be done. 

Lending institutions are· encouraged to 
take steps to detect any notes based on in
flated charges. It is obvious, of course, that 
notes which finance excessive charges repre
sent unsound loans on which collection will 
be difficult if not impossible. More impor
tant than that, of course, is the fact that 
lending money under such conditions is a 
practice which is a grave disservice to the 
people of the community. 

Prior approval of the Commissioner ~ 
In the event the proposed loan would re

sult in a total principal amount outstanding 
in excess of $5,000, exclusive of financing 
charges, to any borrower, the prior approval 
of the Federal Housing Commissioner must 
be obtained before the transaction will be 
eligible for insurance. The principal amount 
outstanding to any borrower applies to any
one who, as an eligible borrower on a pro
posed loan, is primarily or secondarily liable 
ou any prior title I obligation. Such ap
proval may be obtained from the local insur
ing office of the Federal Housing Administra
tion having jurisdiction over the site of the 
property to be improved. 

In submitting the transaction for approval, 
all papers bearing on the case, including the 
recommendation of the institution, the 
credit application, balance sheet, profit and 
loss statement, credit reports, and other sup
porting papers, should be forwarded to the 
local FHA office in order to insure prompt 
consideration. 

Additional loans 
If an additional loan is made to the same 

borrower, it is required that the lending in
stitution obtain a new credit application in 
order to determine whether there has been 
any change in the borrower's condition of 
solvency and ability to pay since the previous 
loan, and also in order to determine the eligi
bility o! the use of the proceeds of the new 
loan. 

A borrower may obtain any number o! 
loans to improve one or more properties 
owned by him. However, it is not intended 
that a borrower be ·permitted to circumvent 
the specific limitations which the National 
Housing Act places upon the various classes 
of loans. by obtaining more than one loan for 
a single job. In accordance with the statute 
and regulations a borrower may secure an 
amount not in excess of the stated maximum 
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amount for one complete job which he con- or used, was formerly .occupied or used, or 
templates at any given time. If, at ~ later has been made ready for occupancy or use. 
date, as a separate job, he undertakes addi- No part of a loan may be used to finance 
tiona! work- he may secure another loan. the cost of completing an unfinished struc
Such loan, of course, would be _subject to ture. This does not exclude a loan for the 
prior credit approval of the Commissioner 1! repair of a previously complete structure 
the additional credit, when added to the which has been damaged but not substan
principal amount outstanding on other class tially destroyed by deterioration, flood, fire, 
1 and class 2 loans to the same borrower, ex- or other casualty; nor the construction of 
ceeds the aggregate amount of $5,000. an attached garage, or other attached build-

. Zo ing in connection with a completed house 
Delinquency on pnor ans or other existing buildings, such as homes, 

If, prior to the disbursement Of the loan apartment houses, hotels, omce buildings, 
proceeds, the insured has knowledge that the hospitals, orphanages, colleges, churches, and 
borrower is past due more than 15 days in manufacturing and industrial plants. 
the payment of either principal or interest Eligible expenditures include those for 
on an obligation owing to or insured by a structural alterations, repairs, or additions 
department or agency of the Federal Govern- upon the structure itse_lf, or in connection 
ment, the transaction will not be eligib~e for therewith. The enlargement of the size of 
insurance. Following are examples of some the structure, a new stairway, new flooring, 
governmental agencies: new porch, roof, plumbing, wiring, painting, 

1. Federal Housing Administration. plastering, venetian blinds, awnings, and 
2. Farmers Home Administration. heating systems, which in themselves are 
3. Reconstruction Finance Corporation. alterations and improvements, are eligible 
4. Rural Electrification Administration. expenditures. 
5. Veterans' Administration. Improvements in connection with the ex-

COLLECI'IONS 1sting structure may -also include such 
An insured lending institution 1s expected changes in the status of the ground on which 

to pursue an aggressive policy in the collec- the building stands as grading and land.:. 
tion of title I loans. In carrying out such scaping, private sidewalks, private curbs, 
a policy it is suggested that use be made of fences, and driveways. Likewise the instal
form notices, dictated letters, telegraxns, tele- lation of a septic tank or cesspool, the drill
phone calls, and personal contacts. A sys- ing of a well together with necessary pump
tern of form notices should be established ing equipment and piping, although removed 
which calls for automatic !ollowup, such as from the structure but in connection with 
the · 5th, lOth, and 15th days after default the structure, are eligible. 

would be eligible but a loan for the purchase 
of the machinery would not be eligible. 

(d) An ineligible item does not become 
eligible merely because it is attached to the · 
real~f· · 

Class 1 (b) loans 
It is required that the proceeds of a class 

1 (b) loan be used to alter, repair, improve, 
or convert a structure so as to further its 
use as a dwelling for two or more families. 
For example, a single-family house may be 
converted into a 2-family house; a dwell
ing for 2 or more families may be improved 
by painting or by installing a new heating 
system or. a new plumbing system. It would 
be eligible to alter a commercial building 
so as to provide living accommodations 
for two or more families. However, it would 
not be permissible to use the proceeds of 
a class 1 (b) loan to benefit the business 
that may be conducted in a structure, such 
as installing a .new store front, even though 
the building is used or will be used as a 
dwelling for two or more families. 

In order that the lending institution may 
determine (a) the eligibility of the pro
posed work and (b) the fact that the struc
ture to be improved is used or will be used 
for 2 or more families the borrower should 
clearly indicate the required information in 
his credit application and in the statement 
of the improvements a~ required by regu
lation Vlli, section 1 (d). The lending in
stitution may rely upon such information in 
the absence of information to the contrary. 

"Family" as used in the regulations is de
fined as one or more persons living, sleeping, 
cooking, and eating on the same premises as 
occupants of one living unit. 

If there is any doubt as to whether a pro
posed project is eligible for· class 1 (b) finan
cing, all the facts of the case may be sub
mitted to Washington for an omcial ruling. 

~ccurs. If these notices do not produce re- A loan to convert one type of building 
suits, the account should receive special han- Into a different type will be eligible pro
dUng. The use of the telephone is strongly vided a substantial part of the original 
recommended for inside collection and 1! building is left standing. For instance, Q. 

results are not obtained the borrower should loan for the conversion of a single-family 
be personally contacted by an outside collec- dwelling into an apartment would be eligible 
tor. Every effort should be made to dis- if the walls and other main structural ele
cover the reason for default and to effect ments are left standing. A new stairway, 
reinstatement of the account. It is of the new windows, rooms, porch, etc., may be New structures--class 2 loans 
utmost importance to keep in close contact added, and partitions changed. Examples of new structures eligible for a 
with the borrower when his note has become A loan to demolish a structure or to move · class 2 . loan which may be erected on 1m
delinquent. Constant followup is essential a structure off the premises would not be proved or unimproved real property are barns, 
to a successful collection program. eligible except where such demolition or garages, service buildings, wayside stands, 

In the case of recalcitrant borrowers who moving is for the purpose of improving an gasoline stations, tourist cabins, bunk 
have the ability to pay and the facts of the existing structure remaining on the property. houses for itinerant farm laborers, and in-
transaction warrant, the lending institution Loans to finance the cost of insulating an dustrlal or commercial buildings. · 
should consider the advisability of institut- existing structure,_ putting on a new roof, A class 2 loan may not include the cost of 
ing legal action. Ample provision has been· installing a new bathroom, adding closets, trade equipment used in the operation of the 
made in the regulations to reimburse the repairing 1he floors, walls, or ceiling are business that will occupy the structure. 
lending institution for the expense which eligible. · The loan may include the cost of heating or 
will be incurred in legal proceedings. Heating systems, Including stokers, oil lighting systexns and similar itexns which are 

In furtherance of a collection program, burners, coal, gas, and electric furnaces, eligible for class 1 improvement loans. For 
lending institutions are urged to consider and plumbing and wiring, when a perma- example, a loan not in excess of $3,000 may 
refinancing delinquent loans, within the nent part of the realty, are eligible. be used to erect a commercial building, in
limits prescribed by the regulations, over Equipment and machinery such as presses, eluding a heating system, but no portion of 
a longer term with smaller monthly pay- drills, lathes, and other similar items used the proceeds may be used to buy and equip 
ments where borrowers due to illness, unem- in an industrial or commercial establish- the structure with trade fixtures. 
ployment, or other legitimate reasons are ment are not eligible regardless of the The proceeds of a class 2 loan must be used 
unable to meet the schedule of · payments method or permanency of installation. to finance the building of a new structure 
called for by their note. If refinancing is Refrigerators, washing machines, ironers, that will be ready for use upon completion. 
not practicable, lending institutions may re- stoves, dishwashers, carpeting, draperies, It is not permissible to purchase an existing 
quest an extension of the 6 months allowable and other household appliances and fur- structure nor to apply the proceeds to com-
claim period for the purpose of carrying the nishings are not eligible. plete a structure that is partially built. 
account delinquent for a longer time, in Bearing in mind that loans for eligible More than one new structure may be built 
order to work out a satisfactory plan of repairs, alterations, and improvements must on a single piece of property but the princi
liquidation. be upo~ existing structu_res or i-? c~:mnection pal amount of any one loan may not exceed 

It is not necessary for a lending Institu- therewith, the followrng prrnciples are +hft· li:i- . · um of $
3 000 

for any one piece of 
ti t t id in f 11 1 1 d 2 1 applicable· _ ........, axim • 

on o repor pa u c ass an oans · .. _. --:--~- property. For example, if a borrower wishes 
to the Federal Housing Administration. (a) The rep.air, improvem~~ o~ addition to erect a new barn to cost $1,500 and 3 sepa-

ELIGIBLE IMPROVEMENTS must be ph!sicalll:, __ at~ed ~0 and a ~art rate service buildings to cost $500 each, a 
Th f II w1 t t t f b i li of the str_uCLure or in connectiOn therewith. loan for the full $3 000 would be eligible. 

e o 0 ng s a emen ° as c po cy {h>.-Jmprovements nd dd't·o h' h · ' · · 
may be supplemented by a specific r\lline-- ,~J · a . a 1 1 ns w lc No portion of a class 2 loan may be used 
as to any particular projec~~~m about are removable or by therr character neces- for . demolishing existing structures to make 
which there mauo-iioUbt on the part or the sarily temporary, are not eligible. Items room for a new structure. However, the 
lendlna tnstft- 'tioiJ 11 ti t th which are or a nature generally considered erection of a new structure on an old founda-

- ;..-o- u on, upon app ca on ° e as trade fixtures or equipment for commer- · · · · 
· Feaeral Housing Administration, Washington cial or industrial use are not eligible. tion would be eligible. 
25, D. C. Requests for rulings should be ) PRioa LIENS 
supported, if possible, by descriptive or ill us- ( c A loan for the improvement of a 
trated literature in the case of a specific indi- structure to make such structure adaptable A class 1 or a class 2 loan to supplement 
vidual item, as well as plans and speciflca- to the installation of ineligible equipment anoth·er obligation not reported for insur
tions where general projects Involving varl- and machinery Is Insurable but a loan for ance, the payment or which is secured by a 
ous improvements are contemplated. the purchase or such ineligible equipment prior ·uen created 1n connection with the 

and machinery is not insurable. For ex- proposed work, is not eligible. In other 
Existing structures-Class 1 (a) loans ample, a loan to strengthen the foundation, words, if a borrower were able to ob~~iq_~ 

The structure to be Improved must exist walls, and the floors of a ·structure to hold mortgage loan of $1,000 and pJ~Jl..lleti t'b re
as a completed building that is occupied safely heavy machinery that may be installed pair or build a st!.ucture ~ ~ost $3,500 when 
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completed, an additional Joan of $2,500 
would not be insurable. However, if the bor
rower had $1,000 cash, which did not rep~e
sent the proceeds of a loan secured by a prwr 
lien executed in connection with the pro
posed work, a loan of $2,500 would be eligible. 

SUPPLEMENTAL COSTS 

An eligible class 1 or class 2 loan may in
clude the cost of architectural and engineer
ing services. However, a loan may not in
clude the cost of land, nor may such items 
as cost of title search, credit reports, ap
praisals, etc., be included if such costs are 
in addition to the maximum permitted 
financing charge. 

DEALER RELATIONSHIP 

The financing of property improvement 
loans is remarkably free of misrepresenta
tion and abuse, considering the enormous 
volume of business that . is transacted. 
Nevertheless, there arise from time to time 
unscrupulous dealers who through a varia
tion of circumstances endeavor to conduct 
their business by fraudulent or irregular 
methods. There is no place in the title I 
program for such dealers or their sales em
ployees. Their prompt identification and 
elimination is to the advantage of all lend
ing institutions and the · majority of dealers 
who conduct their operations on a high level, 
and it also affords a measure of protection to 
property owners. Therefore, it is incumbent 
on the lender to select carefully the dealers 
from whom it purchases notes or with whom 
it cooperates in making loans directly to 
borrowers and to maintain a constant review 
and supervision of the business generated. 

The closer the association between the 
borrower, the dealer and the lender, the less 
likelihood there is of credit- misrepresenta
tion, misapplication of funqs, overselling or 
other abuses. ·Conversely, the more distant 
the working relationship becomes, the 
greater are the' possibilities for intentional 
or unintentional irregularities. . 

Some irregularities growing out of dealer 
operations arise froin a lack of understand
ing of the regulations while others result 
from carelessness, unscrupulousness, or un
lawfulness. These irregularities consist of 
such abuses as grossly overstating the merits 
of the product, faulty workmanship, assur
ing performance of doubtful attainment, 
stipulating guaranties beyond those of the 
manufacturer, promising cash bonuses on 
repeat sales in the neighborhood, encourag
ing trial purchast!fi, inflating the sale price, 
and not disclosing to the borrower that in 
addition to the cost of the improvements, his 
not will be for an amount that includes the 
allowable financing charges. Misrepresenta
tion as to durability, performance, perma
nence, and workmanship are the insignia of 
the unscrupulous dealer or salesman. 

Dealer-approval 
The Federal Housing Administratoln does 

not approve dealers for participation in the 
title I program. This is a responsibility of 
the lending institution. 

The regulations require the insured insti
tution to have a file on each dealer contain
ing an application signed and dated by the 
dealer. It is further required that the file 
contain a signed and dated approval of the 
dealer, such approval being supported by in
formation in the file that the dealer is ( 1) 
reliable, (2) financially responsible, (3) qual
ified to perform satisfactorily the work to be 
financed, and (4) equipped to extend proper 
service to the customer. The absence of such 
a file containing the required dealer appli
cation and approval with supporting infor
mation is a violation of the regulations and 
loans purehased from such unapproved deal
ers do not meet the requirements of the in
surance contract. Where claim for reim
bursement is shown to have resulted from 
default. occasioned by fraud or faulty per
formance 'on the part of the dealer, the in-

sured may be called upon to furnish the 
Commissioner with the file containing its 
approval of the dealer. 

Investigation and approval of dealers 
should not be considered in a cursory man
ner. The role of the dealer is one of great 
importance as he or his salesmen, in effe~t, 
represent the insured institution when dlS
cussing the terms of financing with the 
home owner and when obtaining the execu
tion of the loan documents. Thus the dealer 
should not be a stranger to the insured but 
the latter should have full knowledge of the 
principals, the salesmen, lilond their method 
of operation._ _ 

Only a thorough investigation will develop 
sufficient information to enable the insured 
institution to make a sound and proper de
clslon. It is contrary to the policy of the 
Federal Housing Commissioner to pennit 
lending institutions to use insurance cover
age provided by the National Housing Act for 
the purpose of testing the dependabilit~ of 
dealers with whom they have had no prev1ous 
experience and with respect to whom they do 
not have adequate and reliable information. 

The insured institution must ascertain 
that-

1. The dealer is reliable: If the insured 
institution has no knowledge of the reliabil
ity of the dealer, a thorough 'check should be 
made to assure that the dealer is honest, 
trustworthy, and can be relied upon to fulfill 
the contracts he enters into with his custom
ers. Such information may include the 
experience of the local FHA office, experience 
of other lending institutions, Better Business 
Bureaus, or siinilar agencies and, should the 
situation demand, the experience of previous 
customers. 

2. The dealer is financially responsible: 
Information in possession of the insured 
should clearly indicate that the dealer has a 
reputation for paying his bills promptly an.d 
has the financial strength to operate h1s 
business properly. It is a sound practice to 
obtain from the dealer his current balance 
sheet and profit-and-loss statement which 
in turn may be supported by a commercial 
credit report. Periodically, this financial in
formation should be brought current and the 
dealer's financial soundness reviewed in the 
line of current operations. 

3. The dealer is qualified to perform satis
factorily the work to be financed and is 
equipped to extend proper service to the 
customer: The requirements of the specific 
case will dictate the information necessary 
to ascertain that the dealer is experienced in 
the business he is conducting and has the 
organization and equipment to perform the 
work and extend proper service to the cus
tomer. In the absence of personal knowl
edge of the dealer, it is recommended that a 
representative of the institution call upon 
the dealer at his place of business and pre
pare a report clearly showing that the dealer 
possesses the required qualifications. 

It is equally important that the following 
aspects of each dealer operation be carefully 
considered: 

Salesmen: Dealers should be cautioned as 
to hiring itinerant salesmen, those whose 
identity · cannot be verified, and individuals 
whose title I activities are subject to pre
cautionary measures. It is recommended 
that frequent meetings be held with the 
salesmen and supervisory personnel to make 
certain that they are properly instructed as 
to the insured's credit and lending policies, 
as well as to the spirit and letter of the title 
I regulations. It should be clearly under
stood by the dealer that he will be held re
sponsible for the acts of his salesmen, and 
the dealer should be cautioned in the hiring 
of new salesmen. Occasionally, unethical 
salesmen traveling-from city to city will at
tach themselves . to a reputable dealer and 
develop sales by misrepresentation and false 
promises. Dealers should be advised to ob
tain a personal-history statement from each 

salesman and make a thorough check of his 
antecedents before hiring. 

Improvements to be financed: The dealer 
file should contain information .showing the 
type of work done, the kind of materials 
used, the manner of installation and the 
price range. This rna~ be supplemented by 
descriptive literature used by the dealer in 
the promotion of his business and such other 
informational material as may be available. 
Title I loans should not be used to finance 
products of doubtful merit or those being 
sold at an inflated sales price. 

Inspection of work 
A direct and constant control should . be 

maintained by adhering strictly to a policy 
of verifying periodically the transactions 
originated by each dealer. Such verifica
tions sometimes called spot checks or 
commodity checks, are made by the lend
ing institution, by a telephone call or prefer
ably by a personal cail. A number of ques
tions may be asked the borrower to determine 
whether the work stated on the borrower's 
credit application was completed satisfac
torily, whether the borrower was promised 
O!' given any cash, whether any reasonable 
guaranties were given as to the workman
ship or the product, whether the borrower 
was told that his house would be a model 
and he would receive a commission on all 
sales .generated in the neighborhood, and 
whether there was a clear understanding as 
to the cost of the job and the terms of financ
ing. If a personal call is made, the repre
sentative should formulate an opinion as to 
the workmanship on the job, look .for in
eligible items, and estimate whether the 
cost of the improvement was in keeping with 
the value of the property. 

Whenever an institution has an occasion 
to withdraw approval Of a dealer, the file, 
shOllld clearly i_ndicate the reason for the 
action, the date, and indicate by whom 
taken. 

Maintenance of record on each approved 
· dealer 

As a basis for determining whether con
tinued dealer approval is warranted the in
sured institution is required to .establish and . 
maintain a separate control record on each 
dealer indicating at least the volume of loans 
purchased, claims filed, and borrower com
plaints received or irregularities discovered. 

A suggested control record form that an 
institution may reproduce with the addition 
of space for other data deemed necessary 
appears elsewhere in this statement of policy. 

Report to washington ! 
Material irregularities or unethical prac

tices perpetrated by anyone participating in 
the title I program should be reported to 
the commissioner promptly. 

DISBURSING PROCEEDS OF A LOAN 

To the borrower 
The lending institution may disburse the 

proceeds of the note to the borrower by cash. 
by check or money order drawn solely in 
favor of the borrower(s), or by crediting the 
borrower's .account. In such cases dealer ap
proval, completion certificates, dealer's con
tract or sales agreements, and borrower 
authorization certificates are not required 
for such loans since transactions of this 
kind are deemed to be "loans made directly 
to the borrower." · 

A loan is not considered as having been 
made "directly to the borrower" if the dealer 
is permitted to participate in the disburse
ment in any manner, such as receiving the 
check or money order (although made pay
able to the borrower) or accompanying the 
borrower to the institution for the obvious 
purpose of receiving payment. In other 
words, disbursement must be made to the 
borrower in such a way that he will have 
complete control of the funds at all times. 

' 
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·To the deaier 

In connection with all other loans, the· 
financial institution must have investigated 
and approved the dealer and have in its
possession, properly signed and dated: 

(1) FHA title I completion certificate · 
(FH-2). 

(2) Copy of dealer's contract or sales 
agreement, and, if the financial institution 
is the payee of the note, a 

(3) Borrower's authorization certificate. 
The FHA title I completion certificate· 

provides for two types of transactions (a) -
the furnishing and installation of articles 
and materials and completion of all work, 
and (b) the delivery of articles and materials 
only. In either case the services performed 
by the dealer must constitute the entire 
consideration for which the' note was exe
cuted and delivered by the maker. Under 
this provision, articles and materials or serv-· 
ices not to be delivered or performed by the 
dealer may not be included in the transac
tion. The completion certificate may be 
reproduced provided the minimum size is 
8 by 7 inches and there is no deviation as to 
content or format; except, that if only one 
type of transaction is to be handled the re
production of the completion certificate 
omitting the certification that is not appli
cable will be permitted. 

An acceptable form of borrower's authori
zation certificate is reproduced in this book-. 
let. It is permissible to incorporate the con
tents of the borrower's authorization certifi
cate in the note, credit application, or com-

pletlon certificate. Lending -Institutions -are
urge<1 to consult the.ir own attorneys as to 
what effect, if any, such incorporation will . 
have on the vaUdity -and enforceability of the 
note. 
- The purpose of the foregoing disbursement 

procedure is to protect the borrower, the 
lending institution, and the Government by 
making certain that all improvements con
tracted for are actually completed to the 
borrower's satisfaction and that other per
sons do not obtain the loan proceeds without 
the work being completed. 

Dealer's contract or sales agreement 
In dealer disbursement transactions lend

ing institutions are required to obtain a copy_ 
of the contract or sales agreement, signed 
by the borrower and the dealer, describing 
the type and extent of improvements · to be 
~ade and the material to be used. The con
tract or sales agreement must be of a type 
regularly used by the dealer in his business. 
Signatures on the lender's copy may be a 
carbon imprint of the signatures on the orig
inal contract or sales agreement. 
· The Federal Housing Administration does· 
not approve or furnish dealer contract or 
sales agreement forms. If a dealer has any 
guestion regarding his contract or sales 
agreement he should obtain the advice of 
counsel in the jurisdiction where operations 
are contemplated. 
. The following chart is self-explanatory 
and may be used as a convenient reference 
in determining when the thre~ instruments 
discussed in the foregoing are required: 

Required 

When not. is payable to- · Aiid proceeds are' paid to-
Completion Dealer's Borrower's 
(~W~:e contract a~~~~:i~on 

Lending institution_----------------- ------- Borrower __ ------------------- No________ No______ No. 
Do.------------------------------------- 1 other than borrower- -------- Yes _______ Yes _____ Yes. 
Do---------~ ----------------- : ---------- Borrower and another jointly__ Yes_______ Yes_____ No. 

Payee other than lending institution ________ Payee on endorsement_ _______ Yes _______ Yes _____ No. 

Advance notice to the borrower 
At least 6 calendar days prior to making 

disbur.sement to a dealer the lending insti
tution is required to give the borrower writ
ten notice of the approval of his credit ap
plication. If, for example, the notice is. 
mailed on the 1st day of the month, dis
bursements shall not be made before the 
7th day of the month. It is not required 
that the borrower acknowledge receipt of 
the notice. However, the insured must 
have a record of having mailed or delivered 
such notice. An acceptable record of de
livery would be a dated carbon copy of the 
notice or a dated entry in the borrower's 
loan file. 

Supplies of the advance notice are not 
furnished by FHA as it is believed that in
stitutions should issue the notice on their 
own stationery. As the regulations require 
such notice on a form approved by the Com
missioner, this shall be considered as official 
approval of any notice that contains in its 
text the following minimum data: 

[Letterhead of institution} 
Advance notice to applicant !or FHA title I 

loan Date _____ _ 

(Borrower's name) 

---~------~----~-~-~--
(Address) 

We have approved your FHA application 
tor credit in the net amount of •----:.._, fo~ 
------ months under title I of the National 
Housing Act as presented to us by---------

(Dealer) · 
Please notify us immediately tt you have 

any questions regarding the transaction. 

-jN~~;-~;-;~tit~ti;~;--

Lenders are encouraged to add to this 
potice any additional material that may be 
helpful to the homeowner in fully under
~tanding the transaction. Notices in use by· 
some lenders indicate the gross amount of 
the loan, the amount of the monthly pay
ment, and the finance charge. Frequently 
a warning is expressed against bonus selling 
and the borrower is cautioned that the com
pletion certificate should not be signed un
til he is satisfied as to the completion of 
t;he job. 

Verification of signatures 
Care should be exercised to check the sig

natures on the borrower's portion of the 
completion certificate and borrower's au
thorization certificate with the signatures 
on the credit application and note as a pre
taution against forgery. 

-Precautionary measures 
Occasionally there are dealers .or salesmen 

employed by them, who tend to abuse the 
privileges accorded under the program. 
When such irregularities or disregard f<?r the 
statute and regulations are brought to the 
attention of the Federal Housing Adminis
tration, lending institutions will be notified. 
When such notification is received from the 
Commissioner, or his authorized agent, the 
provisions of regulation VIII, section 2, will 
apply. 

Lending institutions are encouraged to 
consult with the local Federal Housing Ad
ministration field office if a dealer problem 
arises where they feel assistance is needed. 

CLAIM FOR LOSS 

Claim for reimbursement of loss on an 
eligible note may be made to the Commis
sioner at any time after the note is in default 

and -writt-en demand has · been made upon 
the borrower for pa~ent in full of the ob
ligation. Claim for loss must be filed within 
31 days when any full installment has be
come 6 . months in default, unless an ex
tension of the allowable claim periOd has 
been granted by the Commissioner. 

An insured may proceed against any se
curity taken and file claim for deficiency, 1! 
any, provided the approval of the Commis
sloner is obtained. 

Computation of the allowable claim period 
If the equivalent of a full installment is 

r.eceived prior to the expiration of the 6-
month period, the amount of such payment. 
should be credited to the earliest unpaid in
stallment_ and the 6-month period shall be 
calculated from the date of the first follow
i?g installment remaining unpaid. 

For example: If the note calls !or monthly 
payments of $30, due the first of each month 
and the borrower defaults on his January' 
February, March, April, May, June, and July 
i_nstallments, claim must be filed by the in
stitution on or before August 1. 
~ If the borrower had, however, defaulted on 
his January and February installments but 
in March made a $15 payment and in April. 
a $15 payment, the total of these two pay
ments would be credited to the January in
stallment. In so doing the January default 
is cured and the February 1 installment then 
becomes the first one in default and the 6-
month period is calculated therefrom. If no 
additional payments are made, claim, in this 
case, must be filed by the institution on or
before September 1. 

Computation of claim for loss 
The claim-for-loss report should be exe

cuted in complete detail when submitted to 
the Administration. If all necessary infor
mation is supplied initially, ·delay in -audit
ing Claims for loss Will be avoided. 

The claim file should contain information 
or a statement giving the reason for default. 
lt should include all credit information 
collection correspondence with the borrower' 
and memoranda covering telephone calls and 
personal contacts. This information is de
sired in order to assist the Federal Housing 
Administration to take the proper action at 
once in salvaging the account and protecting 
the interest of the Government. 
. The insured should · file timely claim in 
bankruptcy, creditor, and insolvency proceed-' 
ings and in proceedings in connection with 
decedent borrowers' estates, if notified there
of prior to filing claim with the Commis
sioner, and also should give the Commis
sioner notice of any suit instituted prior to 
such claim being filed in which the insured 
has been made a party by reason of being 
the holder of the insured obligation. · 

Example: In the following example it is 
shown how much a lending institution would 
be entitled to as a claim under its contract 
of insurance: 

Suppose on a $1,000, 3-year note, dated 
August 1, and pay~ble in monthly install
ments of $27.78 the maximum discount of 
$130.28 was taken. Payments were received 
as follows: The first 5 payments were made 
~n the dates due; that is, September 1, 
October 1, November 1, December 1, and 
;January 1; the payment due February 1 
was received 60 days late; that is, April 1. 
No additional payments were received and 
the lending institution matured the note, 
demanded payment of the full unpaid bal
ance, brought suit, and obtained judgment. 
On July 1, $50 was collected. NotJ;:ting more 
was received, and application for reimburse
ment for loss was filed on July 25. 
- In calculating claims, the date of default 
from which the institution is entitled to 4 
percent interest is, in this instance, March 1; 
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that is, the earliest date on which an 1nstal1"' 
ment was due and for which full payment 
was not received prior to the maturing of 
the note. Therefore, the above claim would 
include the folloWing items: 

1. Charge for full term of loan, 
$130.28 (this charge is to be 
prorated to the date of de
fault. The proration is fig
ured on the basis of the 
number of full installments 
received prior to the date de
tnand was made for the full · 
unpaid balance): 

Charge prorated to date of de
fault----------------------- $45.19 

·FH-2 

:Proceeds of loan (amount re-
ceived by borrower) ($1,000-
$130.28)--------------------- $869.72 

Total to date of default____ 914. 91 
Less amount received in regular 

installments ---------------- -166. 68 

Unpaid principal at time of 
default ----------------- 748. 23 

Less amount received other 
than in regular installments__ ·so. 00 

Net unpaid principaL______ 698. 23 
2. Interest earned at ·4 percent on 

$748.23 from Mar. 1 to July L- 10.00 

Interest earned at 4 percent on 
$698.23 from July 1 to July 25 
(date of application for reim
bursement) -----------------. 

3. Uncollected court costs and dis-
bursements -----------------

4. Attorney's fees, 15 percent of $50 
(amount collected after de-
fault) ----------------------

5. Attorney's fees for securing 
judgment -------------------

6. Additional attorney's fees ( ac-
tion contested and judgment 

obtained) ------------------

Total amount to be paid __ _ 
1 $50 plus 5 percent of $833.32. 

Form Approved 
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$1.84 

6.00 

7.50 

25.00 

1 91. 67 

840.24 

Revised October 1953 
FHA TITLE I COMPLETION CERTIFICATE 

Budget Bureau No. 63-R282.5 

(VYork done or materials delivered) 
To: ------------------------------ _ c _________________ - ___ - _ ----------------- ____ ------- _ of ____________ ------------------------ __________ ------------------------------------

(Financial institution) - (Address) 
In accordance with my (our) credit application dated --------------------• for a loan pursuant to the provisions of Title I of the National Housing Act: 
CHECK HERE IF LOAN IS TO PAY FOR COST OF MATERIALS AND I STALLATION. 
0 I (we) hereby certify that all articles and materials have been furnished and installed and the work satisfactorily completed on premises indicated in my (our) credit 

application. -
CHECK HERE IF LOAN COVERS ONLY THE PURCHASE OF MATERIALS. 
0 I (we) hereby acknowledge receipt -in satisfactory condition of the materials described in my (our) credit application. 

I (we) certify that I (we) have not been given or promised a cash payment or rebate nor has it been represented to me (us) that I (we) will receive a cash bonus or com
mission on future sales as an inducement for the consummation of this transaction. I (we) understand that the selection of the dealer and the acceptance of the materials 
used and the work performed is my (our) responsibility and that neither the FHA nor the financial institution guarantees the material or workmanship or inspects the work 
performed. 

-NOTICE TO BORROWER 
Do not sign this certificate until you are satisfied that the dealer bas carried out his obligations to you and that the work or the materials have been satisfactorily completed 
or delivered. -

Date--------------------

:~~~=:~ ~l::::;;;: :::::-:::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
(READ BEFORE SIGNING) 

For the purpose of inducing the payment of proceeds of this loan and the insurance thereof by the FHA the undersigned certifies and warrants that: 
(1) The above work or materials constitute the entire consideration for which this loan is made, (2) a copy of thf' contract or sales agreement bas been delivered to the bor
rower and the above financial institution, (3) this contract contains the whole agreement with the borrower, (4) the borrower bas not been given or promised a cash payment 
or rebate nor has it been represented to the borrower that be will receive a cash bonus or commission on future sales as an inducement for the consummation of this transac
tion, (5) the work has been satisfactorily completed or materials delivered, (6) the above certificate was signed by the borrower after such completion or delivery, (7) the sig
natures hereon and on the note are genuine, (8) all bills for labor or materials have been or will be paid. 

- If any of the above representations prove incorrect, the _undersigned agrees to promptly repurchase the note from the financial institution or from the FHA as the case may be. 
DEALER SIGN HERE ---------------------------<N-ame-or -d:calerY--------------------------
Date ---~---:·----------------------------- By ------------------------------------ ---- ------------------------------(Signature) 
WARNING: Any person who la;lowingly makes a false statement or a misrepresentation in this certificate shall be subject to a fine of not more than $5,000 or to imprison· 
ment for not more than 2 years, or both, under provisions of the United States Criminal CQde. 

SUC:GESTED FORM OF BORROWER'S AUTHORIZATION CERTIFICATE 

BORROWER'S AUTHORIZATION CERTIFICATE 
__ :_ _______________________ --- -- -------------------' 19 __ : __ -

I (We) hereby authorize and direct the-----------·---------------------------- ---------------------------------------------- to pay the proceeds of my (our) note 
(Financial instution) · 

dated ---------------------------------------------- for $-------------- to -------------- _______ . ___ ----------------------------------------------------------------------(Signature) ___ ---------------_ ------------------_ -------- _____ --_ --- ______ _ 

- The FHA does not furnish this form. It may be reproduced by any process. 
FH-13 . Form Approved 

Budget Bureau No. 63-R&« 
FHA TITLE I DEALER APPLICATION 

To __ --------------------------~---- ______ : _________ -----: ------ - ----------------------------------------------------------- ---------------------------------------------
- (Insured institution) · (Date) 

The following information is-furnished for the purpose of inducing you to approve my (our) application as a dealer, pursuant to the provisions of Regulation VIII, Section 
. 1 (a) issued by the Federal Housing Commissioner-under the authority contained in Title I of the National Housing Act. 

Business name __________ -----~ __________ ----- ________ : _______ -------___________________ --- ________________ -- ____________ "-_--_------- Phone_-_-- __ -------- _____ ---- ________ _ 
Address. _______________ ----------------------------~-·- _______ --------------------------------- __ :· __ -- ____ --~------------------------------- For past__---------'-------.years 

(Street) · (City) (Zone) · (State) - - · · · 
Previous address._-------- ____________ -----------------------_---------------------------. ___ --- _____ --------------------------------------------- For---: .-------____ years 

(Street) · (City) - (State) 
Type of business ____ ----------------------------- ________ : __________________________________ _________ --------- __ -------------------- Date established_-----------_---- ___ : •• 

- _ (General contracting, lumber yard, beating, etc.) 
Ownership: o Sole owner D Partnership o Corporation 
Principals: ------------ __ _ -_____ -------------------------------------- ________ ___ -------------------------------------------________________ ---------------------------------

- _ <Name> _ . _ (Title) (Home address) _ 

·------------<'N8llie5------------------------------------------<rriiie)-------------------------------:---·-------~;;n;_;;-aiidi-es55---------------------------------

-------------<Nilirie5·-----------------------------------------<rriiie)-------------------------------------------(H;;n;_;;-aiidi-es55---------------------------------
Trade references (name suppliers' of major products financed under Title I FHA): · 

- ' Name · A$ldress 
-----------------------------------------.. ---4·----------~---:.----------------------------
---------------------------------------------~------------------------------------~---- ------------------------~-----------·-·---------------~-----·---------------------.;,.--.---------:--------,--------------------------------------------:---------------------1-· 
iiank'or-<iewsii~~~~~=========:::::::::::::::::::::::::::::::::::::::::::::::::::::::: __ ::::::::::::::::::::::::::=::::::~::::::::::::::::::::::::::::::::::::::::::::::::: 
Have discounted paper with: · . . - , ---·-------------------------('N8iii.e5 __________________ :._________ ---------------------------(A:ii~)-----------------------------· From ____ <Year.>·---- to ----(year)·:-

r·. • " FrOm ____ -____ _______ to ________ : ___ _ 
-----:---~---------------,- -~-('Naitie}-----------------------7'·----- .----~-------------:-----~----{A:iidieS'S)-~---------------------------- <Year> <Year> ·-

c-776 
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II paper to be financed represents the sale of a specialty product, :indicate trade name and manufacturer--------------------------- ------- ------------------------ ---- ----
------------------- --------------------- ----------------- -- ---- ------------ ---------------- -- -------------------------------------------------·-------------------------------·-
-------------------------------------------------- ---------------<"A iiacii-d.escrii>tive -literature -aii.<i !>~ice -1 iS if---------------------------------------------------------- -------
s ales area ___ ________ ---------------------- __ ------ - -__ ----~------ ___ - ~ - ______ ---- ---- --- __ ------------- ---------------------- Number of branches ___ • _ --- -- --- --- ---- __ __ _ 
Address of branches _______ --- -------- _ -------- - --------------- -- -- ---- --- ------- ---- -- _ -- -- --- ---- --- ----------- ---------- ------ -- -- --- ------- _ -- _ -- ------------- ______ ___ __ _ 

nescribe-a:O;;guara:OiY.-giveiituyers __________ ~::::::::-_:::::::::::::::::-_:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::============ ====== = == = === = =====: 
F illaD.ciaf siaieiliel1t-as -or ========== === =========================== -is-attached:-----------------------------------------------------------------------------------------------

<Date) 
1 (we) understand that I (we) are full¥ res~nsible for _the T itle I activi_ty of all sales personn~l, that ethical and proper selling practices will be followed, and that immediate 

attention will be given to all complaints mvolvmg mater ials, workmanship or sales representatiOns. . . . . . . . . . 
1 (we) certify that t he statements are t rue. . I (we) lll!-d~rstand this application shall remain the property of the finanCial mst•tut10n to Whlch It IS submitted and, if requested, 

a copy may be furnished to the l<~ederal Housmg AdmmiStratiOn. Firm --- --------- --- ----- ---- --- -------- --- ---- ------------- -----------
arne __ • _ - ------ --- __ _ - - -- -- - ___ ____ _ --- - ---- -- - ------ ----- -----------

(Title) 
WARNING: Any person who knowingly make~ a false stateu~ent or a misrepr~entation in this certificate shall be subject to a fine of not more than $5,000 or to imprisoument 
for not more than 2 years, or both, under provisiOns of the Umted States Cnmmal Code. 

THIS S PACE FOR USE OF D EALER IN S UPPLYIN G A DDITIONAL INFORMATION 

---- -------------------------------- ----------------- --- ':' ---------------------------------------------·------------------------------ --·---------------- -----------------------
------------------------------------------:----------------------- ---------------------- -- --------------------- ;---------------------------------------------------------------

T HIS S PACE FOR USE OF I NSURED I NSTITUTION 
o De.aler given copy of dealer guide. . . . · 
o l<'irm and all principals checked agamst precautiOnary measures list. 
o References checked. 
o Credit report dated-- ------ --- -------------------------------------- - -- - ------------- -- attached. 
o P revious lenders checked . · · • · 
o Place of business inspected by--------- ---------------- ---- -------------- -------------------------------------- ---- - ---------------------------------------- - -------------· 
Date ___ _____ __ ____ _ -- --- ------ _ ----- -- -- ___ _ 

Remarks. _____ ________ -_- ----- -- -- -- -- - ----- - ------- -- ------------- ---- - --- -- --- -- - -- ----- ---- ---- ---- -------------- ----- ------------------- ______ • ____ • __ • _____________ ._ 

--- -rriie- ileale~-w-iiose-ai>"PiicatioD.-ailpe~rs -oii- iilli~eve~sc~hereoT ila!i been-ai>P"r"oved.- arie~-s-ucii- iiivestigatioii-a_s-w-e -coD.si<liir-iiecessary-to-esial>iis-li -tilai ti1e<iea-Ier-is- riiiiiii:lle: 
financiall y responsible and qualified to perform sat1sfactonly the work to be financed and to extend proper service to the customer. 
Dealer approved-- --- -- --- -- -- -- ------- --- --- - ------- --- 195 ___ _ 
By: ------ ------------------------ - --- --------------------------- ----------------- --- --- - -------------------- -----------------------------------------------------------------

TITLE I- DEALE R R E CORD FORM 

D ealer ____ _ ._------------ ---------------------- ----------- Address. ___ ______ ____ __ _____ ____ _ -___ . ----. __ -_------- - --_. Month ______ ______ _____ __ ___ _______ ___ _ 

N ame an d address of loan 
applicant 

Received 

Date Amount 

Proceeds disbursed 

Date Amount 

Rejected 

Date Reason 

Jobs "spot-checked" Service complaints Claims filed 

Date Results Date Remarks Date Balance Reason 

} ___ __ ______________________ ____ _ -------- ------------ -------- ------------ -------- ------------ -------- ----.-------- -------- ------·------ -------- ------------ ------------
2- ------------------------------- -------- ------------ -- ------ ------------ -------- ------------ -------- ------------ -------- ------------ -------- ------------ ------------
3 ____________________________ ____ - --- --- - --- ------ -- - --- - - --- ------- - -- - - - ---- - - - - - - ------ - - - --- ---- - ---------- - - -- -- - -- - ---- -- - -- --- ------- - -- ----- -- - -- ----- -- - -- --
4-------------------------------- -------- ------------ -------- ------------ ------ -- ------------ -------- ------------ -------- ------------ ------ -- ------------ ------------
!) ________ __ ___ _____ ___________ ___ - - ----- - -- - - ------- - - --- - - - - ---------- - - ------- - - - ---- --- -- - ---- - -- - ------------ - ---- - -- - ---------;- - ------ - -- ---------- ------------

6.------------------------------- -------- ------------ -------- --------- -- - ---- ---- ------------ -------- ------------ -------- ------------ -------- ------------ ------------
7---------------- ----------- ----- --- --- -- __ ___ ; ______ ----- --- --- --- ------ --- --- -- --- --------- ----- --- --- ------- -- --- --- -- -- -- ---- ---- -------- ---- -- ----- - --- ----- -- --
8 __ ___________ ___ __________ ___ __ _ --- --- - - -- --- - ----- - --- -- -- - --- -- - ----- - - - - ---- - - - - - - ---- --- ----- - - - - - - --------- ---- - --- ------------ --- - --- - - -------- --- --- ---- -- ---
9. ------------------------------- -------- ------------ -------- ------------ -------- ------------ -------- ------------ -------- ------------ -------- ---- --- --- ~- ------------

10------------- ------------------- -------- ------------ -- ------ ------------ -------- ------------ -------- ------------ -------- ------------ -------- ------------ ------------
11.- ------------------------------ ----- --- ------------ -------- ----- ------- -------- ---------- -- -------- ------------ -------- ------------ -------- ------------ ------------
12.------------------------------- -------- ------------ -------- ------------ -------- ------------ -------- ------------ -------- ------------ -------- ------------ ------------

F H A does no t furnish this form. It may be reproduced with such modifications n ecessary to m eet an y special needs of the financia- institu tion . 

PART 1.1 REGULATIONS OF THE FEDERAL Hous
ING CoMMISSIONER GovERNING PROPERTY 
IMPROVEMENT LOANS UNDER TITLE I OF THE 

NATIONAL HousiNG AcT 

REGULATION I. CITATION 

These regulations may be cited as the 
"Regulations of the Federal Housing Com
missioner Governing Property Improvement 
Loans effective July 1, 1947." 

REGULATION n. DEFINITIONS 

As used in these regulations the term-
1. "Act" means the National Housing Act, 

as amended. 
2. "Administration" means the Federal 

Housing Administration. 
3. "Commissioner" means the Federal 

Housing Commissioner or his duly author
ized representative. 

4. "Contract of insurance" includes all of 
the provisions of these regulations and of 
the applicable provisions of the act. 

5. "Insured" means a financial institution 
holding a Contract of Insurance under 
Ti tie I of the act. 

6. "Loan" means an advance of funds or 
credit or the purchase of an obligation evi· 
denced by a note. 

7. "Note" includes a note, bond, mortgage, 
or other evidence of indebtedness. 

1 Part II governs class 3 new home loans. 
Authority to insure such loans expired April 
20, 1950. 

8. "Payment" includes a deposit to an 
account or fund which represents the full 
or partial repayment of a loan. 

9. "Borrower" means one who applies for 
and receives a loan in reliance upon the pro
visions of the act and whose interest in the 
property to be improved is (1) a fee title, 
or (2) a life estate, or (3) an equitable in
terest under an instrument of trust or con
tract, or (4) a lease having a fixed term, 
expiring not less than 6 calendar months 
after the maturity of the loan. 

10. "Class 1 (a) loan" means a loan, other 
than a loan defined in section 11 of this 
regulation as a " class 1 (b) loan," which is 
for the purpose of financing the repair, alter
ation, or improvement of an existing struc
ture or of the real property in connection 
therewith, exclusive of the building of new 
structures. The term "existing structure" 
means a completed building that has or had 
a distinctive functional use. 

11. "Class 1 (b) loan" means a loan which 
is made for the purpose of financing the 
alteration, repair, improvement, or conver
sion of an existing structure used or to be 
used as an apartment house or a dwelling 
for two or more families. 

12. "Class 2 (a) loan" means a loan which 
is for the purpose of financing the construc
tion of a. new structure which is to be used 
exclusively for other than residential or agri
cultural purposes. 

13. "Class 2 (b) loan" means a loan which 
is for the purpose of financing the construe-

tion of a. new structure for use in whole or 
in part for agricultural purposes, exclusive 
of residential purposes. 

14. "Class 1 loan" includes both "class 1 
(a) " and "class 1 (b)" loans as defined in 
sections 10 and 11 of this regulation. 

15. "Class 2 loan" includes both "class 2 
(a)" and "class 2 (b) " loans as defined in 
sections 12 and 13 of this regulation. 

REGULATION In. ELIGffiLE NOTES 

1. Validity: The note shall bear the genu
ine signature of the borrower as maker, shall 
be valid and enforceable against the bor
rower or borrowers as defined in regulation 
II, section 9, and shall be complete and regu
lar on its face. The signatures of all parties 
to the note must be genuine. If the note 
is executed for and on behalf of a. corpora
tion or in a representative capacity, the 
note must create a. binding obligation of the 
principal. 

2. Acceleration clause: The note shall con
tain a provision for acceleration of maturity, 
either automatic or at the option of the 
holder, in the event of default in the pay
ment of any installment upon the due date 
thereof. 

3. Payments: The note shall be payable 
in equal monthly, semimonthly, or weekly 
installments. The first installment or the 
final installment may be more or less than 
the other installments provided that it is not 
less than one-half or more than one and 
one-half times the amount of a. regular in-
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stallment.' A note may not provide for a 
first payment less than 6 days nor more than 
2 calendar months from the date of the note. 
However, if 51 percent or more of the income 
of the borrower is derived directly from the 
sale of agricultural crops, commodities, or 
livestock produced by him, a note may be 
made payable in installments corresponding 
to income periods shown on the credit ap
plication. In such cases, the first payment 
must be made within 12 months of the date 
of the note and at least one payment shaU 
be made in each 12 months thereafter, pro
vided that no two payments shall be more 
than 12 months apart, and the proportion 
of total principal to be pa~d- in later years 
shall not exceed the proportion of total 
principal payable in earlier years. In lieu 
of an installment note payable in equal pe
riodic installments a loan may be evidenced 
b~ a series of notes provided each is of an 
equal amount as provided in this regulation 
and that each note indicates on its face that 
it is one of a series signed by the same bor
rower. 

4. Maturity: (a) Minimum: The note 
shall not have a final maturity of less than 
6 calendar months from the date of the note. 

(b) Maximum: The maximum permissible 
maturity of a note evidencing: 

(1) A class 1 (a) or a class 2 (a) loan is 3 
years and 32 days from the date of the note. 

(2) A class 1 (b) loan is 7 years and 32 
days from the date of the note. 

(3) A class 2 (b) loan is 7 years and 32 
days from the date of the note, except that 
if a class 2 (b) loan is secured by a first 
mortgage, first deed of trust, or other secu
rity instrument constituting a first lien 
upon the improved property, the loan may 
have a final maturity not in excess of 15 
years and 32 days from the date of the note. 

(4) A combination of any of the above 
classes of loans shall be no greater than the 
maximum maturity governing that compo
nent part of the loan having the shortest 
maturity if made alone. 

5. Late charges: The note may provide for 
a late charge, not to exceed 5 cents for each 
$1 of each installment more than 15 days in 
arrears. No iate charge on a past-due in
stallment may be accrued in excess of $5. 
In lieu of late charges, notes may provide 
for interest on past-due installments at a 
rate not in excess of the contract rate in 
the jurisdiction in which the now is drawn. 
The borrower must be billed for the penal
ties collected as such, and evidence of such 
billing must be in the file if claim is made 
under the contract of insurance. 

REGULATION IV. MAXIMUM AMOUNT OF LOANS 

1. Class 1 (a) loan: A class 1 (a) loan 
shall not involve a principal amount, ex
clusive of financing charges to the borrower, 
in excess of $2,500. 

2. Class 1 (b) loan: ~ class 1 (b) loan 
shall not involve a principal amount, ex
clusive of financing charges to the borrower, 
in excess of $10,000. 

3. Class 2 loan: A class 2 loan shall not 
involve a principal amount, exclusive of 
financing charges to the borrower, in excess 
Of $3,000. 

REGULATION V. FINANCING CHARGES 

1. Maximum charge: The maximum per
missible financing charges, exclusive of fees 
and charges as provided by section 2 of this 
regulation. which may be paid by the bor
rower for interest, discount, and fees of all 
kinds in connection with the transaction, 
shall be computed as follows: 

(a) Class 1 loans having a principal 
amount not in excess of $2,500 shall not 
have a financing charge in excess of an 
amount equivalent to .5 discount per $100 
original face amount of a 1-year note, to be 

2 As amended October 28, 1953. 

paid in equal monthly installments calcu,. 
lated from the date of the note. -

(b) Class 1 loans having a principal 
amount in excess of $.2,500 shall not have a 
financing charge in excess of an amount 
equivalent to $4 discount per $100 original 
face amount of a 1-year note, to be paid 
in equal monthly installments calculated 
-:from the date of the note. 

(c) Class 2 loans shall not have a financ
ing charge in excess of an amount equivalent 
to $5 discount per $100 original face amount 
of a 1-year note, to be paid in equal month,. 
ly installments calculated from the date 
of the note, except that class 2 (b) loans 
having a maturity in excess of 7 years and 
32 days shall not have a financing charge in 
excess of an amount equivalent to $3.50 dis
count per $100 original face amount of a 
1-year note, to be paid in equal monthly 
installments calculated from the date of the 
note. 

Such charges correctly based on tables of 
calculations issued by the Federal Housing 
Commissioner are deemed to comply with this 
regulation. 

An increase in the ratio of the charge to 
the average amount outstanding on the debt 
over the maximum provided in this regu
lation, which increase results from the first 
payment falling due less than 30 days after 
the date of the note as provided in regula
tion III, section 3 shall not be deemed to 
be in conflict with this regulation. 

2. Permissible additional charges: If the 
insured takes security in the nature of a 
real-estate mortgage, deed of trust, condi
tional sales contract, chattel mortgage, me
chanic's lien, or other security device for 
the-purpose of securing the payment of eli
gible loans, the insured may collect from 

-the borrower, in addition to the maximum 
permissible financing charge as provided in 
section 1 of this regulation, the following 
expenses actually incurred by the insured 
in connection with the transaction: Record
ing or filing fees, documentary stamp taxes, 
title examination charges and hazard insur
ance premiums, provided that such costs or 
expenses are not paid from the proceeds of 
the loan or included in the fact amount 
of the note. Such costs or expenses shall 
not be included by the insured as a portion 
of a claim under the contract of insurance 
and if such costs or expenses are assessed 
against the borrower, proper evidence thereof 
should be in the file. 

3. Partial disbursement of proceeds: If the 
insured in purchasing a note takes the maxi
mum charge permitted by this regulation, 
but employs a holdback and does not ad
vance the entire proceeds of the note to 
the seller, it shall calculate its financing 
charge on the amount advanced and credit 
to the account of the seller the difference 
between the financing charge calculated on 
the face amount of the note and the financ
ing charge calculated on the amount ad
vanced. 

4. Prepayment rebate: If a note is paid in 
full prior to maturity, the insured shall 
make a rebate at a rate not less than 6 
percent per annum of the amounts so paid 
in advance of their due dates, if the maxi
mum permissible financing charge in con
nection with the transaction is in an amount 
equivalent to $5 discount as provided in sec
tion 1 of this regulation. If a lesser charge 
has been taken, the rebate shall be at not 
less than a proportional rate. 

REGULATION VI. CREDITS AND COLLECTIONS 

1. Credit application: Prior to making a 
loan the insured shall obtain a dated credit 
application executed by the borrower on a 
form approved by the Commissioner. A sep
arate credit application is required for each 
loan made or note purchased. 

2. Credit investigation: The credit appli
cation, supplemented by such other informa-

ticm as the insured deexns necessary, must, 
in the judgment of the insured, clearly show 
the borrower to be solvent, with reasonable 
ability to pay the obligation and in other 
respects a reasonable credit risk. If, after 
the loan is made, an insured who acted in 
good faith discovers any material misstate
ments or misuse of the proceeds of the loan 
·by the borrower, dealer, or others, the eligi
bility of the note for insurance will not be 
affected. However, the insured shall 
promptly report such discovery to the Com
missioner. 

3. Outstanding FHA and direct Federal ob
ligations: The proceeds of a loan shall not be 
disbursed if the insured has knowledge that 
the borrower is past due more than 15 days 
as to either principal or interest with respect 
to an obligation owing to, or in8ured by, any 
department or agency of the Federal Gov
ernment, provided that nothing contained 
herein shall prevent the making of a loan 
otherwise eligible, even though the borrower 
is in default under such an obligation by 
reason of his military service and the ap
proval of the Commissioner is obtained. 

4. Past due title t notes at time of pur
chase: A note shall not be purchased when 
any installment thereon is past due more 
than 15 days at the date of purchase except 
purchases of notes under the provisions o! 
regulation XII. 

5. Prior approval by Commissioner: Any 
loan which increases the principal amount 
outstanding as to all class 1 or class 2 loans 
to any individual borrower to an amount 
in excess of $5,000, exclusive of financing 
charges, will be accepted for insurance only 
upon prior-approval of the Commissioner. 

6. Security: The taking of security to se
cure the payment of a loan is left to the dis
cretion of the insured unless specifically re
quired by the Commissioner in accordance 
with the provisions of section 5 of this regu
lation or of regulation III, section 4 (3). An 
insured may permit the substitution or sub
ordination of security provided it can be 
shown when claim is made that at the time 
of such action the original security value was 
not impaired or reduced as a result of such 
action. Upon presentation of the facts the 
prior approval of the Commissioner may be 
obtained by the insured to any proposed sub
stitution or subordination of security. 

7. Collections: The insured is required to 
service loans in accordance with acceptable 
practices of prudent lending institutions. 
In the event of default, the insured should 
have adequate facilities for contacting the 
borrower and otherwise exercise diligence in 
collecting the amount due. >J::he insured is 
responsible to the Commissioner for proper 
collection efforts even though actual collec
tion may be performed by an agent. 

REGULATION VII. ELIGmLE EXPENDITURES 

1. Property location: The property to be 
improved shall be located within the United 
States, its Territories, or possessions. 

2. Use of proceeds: The proceeds of a loan 
shall be used only to finance alterations, re
pairs, and improvements upon real property 
or in connection with existing structures, 
commenced in reliance upon the credit fa
cilities afforded by title I of the act. 

3. Reliance on credit application: An in
.sured acting in good faitll may, in the ab
sence of information to the contrary, rely 
upon all statements of fact made by the 
borrower, which are called for by the bor
rower's credit application, in determining 
the eligibility of the improvements to the 
property. 

4. Technical services and direct costs: The 
proceeds of a loan may be used to pay the 
cost of architectural and engineering serv
ices, and fees paid for obtaining building 
permits that are directly connected with the 
eligible alterations, repairs, or improvements 
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financed in accordance with these regula
tions. 

5. Supplementing an .uninsured obliga
tion: The proceeds of a loan shall not be 
used to supplement another obligation of the 
borrower not reported for insurance, the 
payment of which is to be secured by a 
prior lien created in connection with the 
proposed alteration, repairs, or improve
ments. 

REGULATION VUI.3 DISBURSEMENT OF LOAN 
PROCEEDS 

1. Disbursement: Before disbursing the 
proceeds of a loan, the insured shall: 

(a) Dealer approval: Have approved the 
dealer after such investigation as the in
sured considers necessary to establish to its 
satisfaction that the dealer is reliable, finan
cially responsible and qualified to perform 
satisfactorily the work to be financed and ~o 
extend proper service to the customer. This 
approval shall be evidenced by an application 
signed and dated by the dealer and signed 
and dated by the insured on forms approved 
by the Commissioner. The dealer applica
tion, the approval by the insured, together 
with supporting information and a record 
of the insured's experience with the loans 
originated by such dealer s}?.all be in the 
insured's file. New dealer applications and 
dealer approvals need not be executed in 
connection with dealers who have been ap
proved and to whom the insured has dis
bursed loans during the 12-month period 
prior to December 1, 1953. For the purpose 
of this regulation the term "dealer" means 
the one who executed the dealer's completion 
certificate. 

(b) Completion certificate: Obtain a com
pletion certificate signed by the borrower 
and a completion certificate signed by the 
dealer on forms approved by the Commis
sioner. An insured shall not disburse the 
proceeds of a loan, if, as an inducement for 
the consummation of the transaction, the 
borrower has been given or promised a cash 
payment or rebate or it has been represented 
to the borrower that he will receive a cash 
bonus or commissions of future sales. In 
the absence of information to the contrary, 
the insured may rely upon the dealer's state
ment in his completion certificate as to such 
bonus selling. If there are two or more eli
gible borrowers involved in a transaction·, 
only one signature is required on the bor
rower's certificate. 

(c) Authorization to pay loan proceeds.: 
Obtain written authorization from the bor
rower, if the insured is the payee of the 
note and the proceeds are to be disbursed 
to one other than the borrowers. 

(d) Description of improvements: Obtain 
a copy of the contract or sales agreement, 
signed by the borrower and the dealer, 
describing the type and extent of improve
ments to be made and the material to be 
used. Such contract or sales agreement 
shall be of a type regularly used by the 
dealer in his business. The signature ap
pearing on the copy of the contract or sales 
agreement may be a carbon imprint of the 
signatures appearing on the original. 

(e) Advance notice to applicant: Mail to 
the borrower or personally deliver to the 
borrower written notice of approval of the 
ap.plication for credit on a form approved by 
the Commissioner. Such notice shall be di
rected to the borrower prior to disbursement 
of the loan and in no event less than 6 cal
endar days prior to such disbursement. A 
record of such notice showing the date of 
mailing or delivery to the borrower shall be 
in the loan file. 

2. Precautionary measures: If the insured 
has not approved the dealer, as provided in 
s~ction 1 (a) of this regulation or has reason 

a As amended, effective December 1, 1953. 

to withdraw such approval, the proceeds of 
a loan shall not be disbursed until: 

(a) The insured has verified all statements 
contained on the borrower's credit applica
tion. 

(b) The borrower has signed the borrow
er's completion certificate in the presence of 
the insured. 

(c) The insured has inspected the work 
performed in every instance when the 
amount involved is $500 or more, and in at 
least 1 out of every 3 transactions when the 
amounts involved are less than $500. 

(d) The insured has signed a statement to 
the effect that the above requirements were 
complied with prior to releasing the proceeds 
of any such loa ns. Such statements must 
accompany each loan report. 

3. Exceptions: The provisions of sections 
1 and 2 of this regulation shall not apply to 
loans made directly to the borrower or bor
rowers where the proceeds are delivered di
rectly to such borrower or borrowers without 
the intervent ion or participation of the 
dealer or other intermediary in any manner 
in such disbursement. 

REGULATION IX. REFINANCING 

1. General requirements: New obligations 
to liquidate loans previously reported for in
surance pursuant to title I of the act after 
July 1, 1947, which may or may not include 
an additional amount advanced will be cov
ered by insurance, if they meet the require
ments of all applicable regulations and the 
special provisions of this regulation: Pro
vided, That after March 1, 1950, no additional 
amount shall be advanced with respect to 
any such new obligations which are for the 
purpose of liquidating loans made prior to 
March 1, 1950: Provided further, That obli
gations which are for the purpose of liquidat
ing loans made prior to March 1, 1950, shall 
not be consolidated with obligations repre
senting loans made after March 1, 1950. 

2. Maximum maturity: 
(a) A class 1 (a) loan or a class 2 (a) 

loan may be refinanced for an additional 
period not in excess of 3 years and 32 days 
from the ·date of the refinancing, but not to 
exceed 5 years from the date of the original 
note. 

(b) A class 1 (b) loan may be refinanced 
for an additional period not in excess of 7 
years and 32 days from the date of the 
refinancing, but not to exceed 10 years from 
the date of the original note. 

(c) A class 2 (b) loan may be refinanced 
for an additional period not in excess of 7 
years and 32 days from the date of the 
refinancing, but not to exceed 10 years from 
the date of the original note, except that 
if a class 2 (b) loan is secured by a first 
mortgage, first deed of trust, or other secu
rity instrument, constituting a first lien upon 
the improved property, the new note may 
have a final maturity not in excess of 15 
years and 32 days from the date of the 
refinancing, but not to exceed 25 years from 
the date of the original note. 

(d) When a class 1 loan or a class 2 loan 
is made or refinanced and consolidated with 
another class 1 loan or class 2 loan, the new 
note evidencing the consolidated obligation 
shall not be for a longer term than that 
which the component loan having the short
est permissible maturity could have if made 
or refinanced alone. 

3. Rebate: The full unearned charge on 
the original note shall be refunded to the 
borrower. If no additional advance is made 
a handling charge not in excess of $2 may 
be assessed the borrower. 

4. Special cases: The Commissioner may 
upon presentation of the facts approve the 
refinancing or refinancing and consolidation 
of any loan or loans upon such terms and 
conditions as he may determine within the 
limits provided by the act. 

5 .. Deferred payments: An agreement to 
defer payments on a note previously reported 
for insurance under these regulations with
out rewriting the note is not considered re
financing. Such agreement will not affect 
the insurance coverage on the loan provided 
that-

(a) Such agreement is evidenced in writ
ing; 

(b) Payments shall not be deferred for 
more than 5 months from the due date of 
the last fully paid installment; 

(c) Such agreement shall not extend the 
final maturity of the obligation beyond the 
maturity date of the obligation as provided 
by its original terms; 

(d) The insured may assess the borrower 
for the cost of such deferment if such charge 
is not in excess of an equivalent amount of 
the late charges as provided in regulation III, 
section 5. 

REGULATION X. REPORT OF LOANS 

Loans shall be reported on the p~escribed 
form to the Federal Housing Administration 
at Washington, D. C., within 31 days from 
the date of the note or date upon which lt 
was purchased. Any loan refinanced as pro
vided in regulation IX shall likewise be re
ported on the prescribed form within 31 
days from date of refinancing. In any case, 
the Commissioner may, in his discretion, ac
cept a late report. During the period regula
tion W, issued by the Board of Governors of 
the Federal Reserve System, effective Sep
tember 18, 1950, is in effect, the execution 
and submission of a loan report pursuant to 
this regulation shall be deemed a representa
tion by the insured that it has complied with 
all requirements of said regulation W ap
plicable to the transaction reported for in
surance. During the period regulation X, 
issued by the Board of Governors of the 
Federal Reserve System, is in effect, the 
execution and submission of a report of a 
class 1 (b) loan pursuant to this regulation 
shall be deemed a representation by the in
sured that it has complied with all require
ments of said regulation X on the same basis 
and to the same extent as if the loan was 
not to be reported for insurance. 

REGULATION XI. CLAIMS 

1. Claim application: Claim for reimburse
ment for loss on an eligible loan shall be 
made on a form provided by the Commis
sioner, and executed by a duly qualified om
cer of the insured. The claim shall be ac
companied by the insured's complete credit 
and collection file pertaining to the transac
tion. 

2. Claim after default:' Claim may be 
made after default provided demand has 
been made upon the debtor for the full un
paid balance of the note. 

3. Maximum claim period: 4 For the pur
pose of determining when a claim must be 
filed under the provisions of this section, any 
payments received on an account, including 
payments on a judgment predicated thereon, 
shall be applied to the earliest unpaid in
stallment, and in the case of-

(a) Yearly installment. notes, whenever an 
installment is 12 months in default, claim 
must be made within 31 days thereafter; 

(b) All other installment notes, whenever 
an installment is 6 months in default, claim 
shall be made within 31 days thereafter. 

(c) Military service cases, if at any time 
during default a person primarily or second
arily liable for the repayment of any loan is 
a "person in military service," as such term 
is defined in the Soldiers' and Sailors' Civil 
Relief Act of 1940, as amended, the period 
during .which he is in military service shall 
oo excluded in computing the time within 
Which claim must be made for reimburse-

• As amended October 28, 1953. 
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ment under the provisions of this regula
tion. 

4. Extension of maximum claim period: 
Upon presentation to the Commissioner of 
the facts of a particular case within the al
lowable claim period prescribed in this regu
lation, he may, in his discretion, extend the 
time within which claim must be made, pro
vided that in computing the claim no interest 
will be allowed for the period of such exten
sion. 

5. Claim amount: An insured wlll be reim
bursed for Its loss on loans made ln accord
ance with these regulations up to the amount 
of its reserve as established by regulation 
XII as follows: 

(a) Net unpaid amount of the loan actual
ly made or the actual purchase price of the 
note, whichever is the lesser: 

(b) Uncollected earned interest to date of 
default and interest at the rate of 4 percent 
per annum from the date of default to the 
date of application for reimbursement of loss 
sustained, but in no event shall the total 
interest allowed exceed the maximum per
missible financing charge on the principal 
amount outstanding to the date of applica
tion for reimbursement; 

(c) Uncollected court cost, including fees 
paid for issuing, serving, and filing summons; 

(d) Attorney's fees actually paid not ex
ceeding-

( 1) Fifteen percent of the amount col
lected by the attorney on the defaulted note, 
provided the insured does not waive its claim 
against the borrower for such fees; 

(2) Twenty-five dollars or 15 percent of 
the balance due on the note, whichever is 
the lesser, if a judgment is secured by suit; 
and 

(3) Fifty dollars plus 5 percent of the 
balance due on the note as an additional fee 
where the action is contested and judgment 
is obtained.5 

6. Assignment of documents: The note 
and any security held or judgment taken 
must be assigned in its entirety and if any 
claim has been filed in bankruptcy, insol
vency, or probate proceedings, such claim 
shall likewise be assigned to the United 
States of America. 

7. Form of assignment: The following 
form of assignment properly dated shall be 
used in assigning a note, judgment, real
estate mortgage, ·deed of trust, conditional 
sales contract, chattel mortgage, mechanic's 
lien, or any other security device in event 
of claim: 

"All right, title, and interest of the under
signed is hereby assigned (without warranty, 
except that the note qualifies for insurance) 
to the United States of America. 

(Financial institution) 
By -----------------------

Date ------ Title -----------------------" 
Provided that if this form is not valid or 

generally acceptable in the jurisdiction in
volved, a form which is valid and generally 
acceptable shall be used. 

8. Election of action: Where a real-estate 
mortgage, deed of trust, conditional sales 
contract, chattel mortgage, mechanic's lien, 
or any other security device has been used 
to secure the payment of a loan made under 
the provisions of title I of the act, the in
sured may not, except with the approval of 
the Commissioner, both proceed against such 
security and also make claim under its con
tract of insurance, but shall elect which 
method it desires to pursue. 

REGULAnoN XII.8 INSURANCE RESERVE 

1. Legal limit: Subject to the limitation on 
the Commissioner's authority to insure as 

1 As amended, ·effective as to claims certi
fied for payment after November 30, 1953. 

• AB amended, Dece~I?-ber 18, 1953. 

stipulated in section 2 of title I of the act, 
the Commissioner, pursuant to the provi
sions of regulation XI, will reimburse any 
insured for losses sustained by it in accord
ance with the general insurance reserves pro
visions of section 2 of this regulation. 

2. General insurance reserves: There shall 
be established for each insured 2 separate 
insurance reserves, 1 to be known as the 
"1947 reserve" and the other to be known as 
the "1950 reserve." Each reserve shall be 
available for the payment of losses sustained 
in connection with loans made during the 
period in which the reserve is created. 

3. 1947 reserve: The 1947 reserve shall 
equal 10 percent of the aggregate amount 
advanced on all eligible loans originated by 
an insured pursuant to the provisions of both 
part I and part II of these regulations on and 
after July 1, 1947, and prior to Ma,rch 1, 
1950, less the amount of all claims approved 
for payment by the Commissioner in connec
tion with such loans. 

4. 1950 reserve: The 1950 reserve shall 
equal10 percent of the aggregate amount ad
vanced on all eligible loans originated by an · 
insured pursuant to the pr'ovisions of these 
regulations on and after March 1, 1950, and 
prior to July 1, 1955, less the amount of all 
claims approved for payment by the Com
-missioner in connection with such loans and 
less the amount of the adjustment or ad
justments, if any, made pursuant to section 
5 of this regulation. 

5. Adjustment of 1950 reserve: The amount 
of the 1950 insurance reserve to the credit of 
each insured shall be adjusted on January 1, 
1953, and on the first day of each semian
nual period thereafter by deducting there
from an amount equivalent to one-fifth of 
the amount of such insurance reserve on the 
records of the Commissioner as of the date of 
such adjustment: Provided, That no such 
adjustment shall reduce the insurance re
serve of any insured to an amount less than 
$5,000: And provided further, That no such 
adjustment shall be made in the insurance 
reserve of any financial institution until the 
first day of January or the first day of July 
next following the expiration of a period of 
30 months after the issuance of a contract 
of insurance to such institution by the Com
missioner, and no such adjustment shall be 
made in the insurance reserve of any finan
cial institution after the termination of the 
contract of insurance issued to such institu
tion by the Commissioner, or after the termi
nation of the Commissioner's authority to 
insure against losses pursuant to section 2 of 
title I of the National Housing Act. 

6. Transfer of loans reported for insurance: 
The insured shall not assign or otherwise 

· transfer any loan reported for insurance to 
a transferee not holding a Contract of In
surance under title I of the National Hous
ing Act, provided that nothing contained 
herein shall be construed to prevent the 
pledging of such loans as collateral security 
under a trust agreement, or otherwise, in 
connection with a bona fide loan transac
tion. 

7. Transfer of insurance reserve: Insur
ance reserve of more than $5,000 shall not 
be transferred to or from the reserve account 
of any insured during any fiscal year (July 1 
through June 30) without the prior approval 
of the Commissioner. Except in cases in· 
volving the transfer of loans sold with re
course or under a guaranty, guarantee, or re
purchase agreement, the reports required 
by regulation X shall be submitted, indicat
ing the intent of the parties with respect to 
the transfer of the insurance reserve; and 
unless the approval of the Commissioner is 
obtained, the insurance reserve shall be 
transferred as follows: 

(a) In cases involving the transfer of notes 
purchased without recourse, guaranty, guar
antee, or repurchase agreement, provided no 

installment payment is past due more than 
one calendar month at the time of purchase, 
1947 reserve shall be transferred to the 1947 
reserve of the purchasing institution, and 
1950 reserve shall be transferred to the 1950 
reserve of the purchasing institution, on the 
basis of 10 percent of the actual purchase 
price or net unpaid original advance, which
ever is the lesser. 

(b) In cases involving the transfer of 
notes sold with recourse or under a guaranty, 
guarantee, or repurchase agreement, no in
surance reserve will be transferred and no 
reports will be required. 

8. FHA recovery shall not aifect reserve: 
Amounts which may be salvaged by the 
Commissioner with respect to a loan in con
nection with which an insured nas been re
imbursed under its Contract .of Insurance 
shall not be added to the insurance reserve 
remaining to the credit of such insured. 

REGULATION Xm. INSURANCE CHARGE 

1. Rate: The insured shall pay to the Com
missioner an insurance charge equal to 
three-fourths of 1 percent.per annum of the 
net proceeds of any eligible loan reported 
and acknowledged for insurance: Provided, 
That in the case of a class 1 (b) loan in 
excess of $2,500, exclusive of financing 
charges, and in the case of a class 2 (b) loan 
having a maturity in excess of 7 years, such 
insurance charge shall be one-hal! of 1 per
cent per annum. In computing the insur
ance charge, no charge shall b ... made for the 
fractional period of a month of 15 days or 
less, and a charge for a full month shall be 
made for the fractional period of a month of 
more than 15 days. 

2. When payable: Such insurance charge 
for the entire term of the loan shall be paid 
within. 25 days after the date the Commis.
sioner acknowledges receipt to the insured 
Institution of the report of loan: Provided, 
':"hat on loans having a· maturity in excess of 
3 years and 32 days, such charge may be paid 
in installments, the first of which shall be 
equal to the charge for 3 years and be paid 
withi~ said 25 days, and the second and suc
ceeding Installments, each equal to the 
charge for 1 year, shall be paid on the first 
and each succeeding anniversary of the first 
day of the month following the date of the 
note. · • · . . 

3. Notes transferred: Any adjustments of 
the insurance charge already paid on any 
obligation transferred between insureds shall 
be made by the insureds, except that any un
paid installments of the insurance charge 
shall be paid by the purchasing insured. 

4. Refund or abatement: There shall be 
no refund or abatement of any portion or in· 
stallment of the insurance charge except: 

(a) The charge on a refinanced note may 
be credited with the unearned portion of 
the charge on the original note; 

(b) Insurance charges falling due after 
claim is filed or the note is prepaid in full; 

(c) The charge paid on a loan or portion 
thereof found to be ineligible. 

5. When not chargeable to borrower: The 
insurance charge paid by the insured shall 
not be charged to the borrower if such charge 
would cause the total payments made by the 
borrower to exceed the maximum permissible 
aqwunt which may be charged to the bor
rower for interest, discount, and all other 
charges in connection with the transaction. 

REGULAnON XIV. ADMINISTRATIVE REPORTS AND 
EXAMINATION 

The Commissioner, or his authorized rep
resentative, may at any time call upon an 
insured for such reports as he may deem to 
be necessary in connection with these regula
tions, or may inspect the books or accounts 
or the insu,red as they pertain to the loans 
reported for insurance. 
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JtEGULA'riON XV. AMENDMENTS 

These regulations may be amended by the 
Commissioner at any time, but such amend
ments shall not adversely affect the insurance 
privileges of an insured with respect to any 
loan previously made. 

REGULATION XVI. EFFECI'IVE DATE 

These regulations are effective as to all 
loans made on nr after July 1, 1947, pursuant 
to the provisions of title I of the National 
Housing Act, as amended, and shall have the 
same force and effect as if included in and 
made a part of each contract of insurance. 

Issued at Washington, D. C., December 31, 
1953, as a reprint of the Regullttions of the 
Federal Housing Commissioner Governing 
Property Improvement Loans Effective July 1, 
1947J to include all amendments through 
December 18, 1953. 

Guy T. 0. HOLLYDAY, 

Federal Housing Commissioner. 

NATIONAL HoUSING ACT, AS AMENDED 

TITLE I-HOUSING RENOVATION AND 
MODERNIZATION 

Insurance -of financial institutions 
SEC. 2. (a) The Commissioner 1 is author

ized and empowered upon such terms and 
conditions as he may prescribe, to insure 
banks, trust companies, personal finance 
companies, mortgage companies, building 
and loan associations, installment lending 
companies, and other such financial institu
tions, which the Commissioner finds to be 
qualified by experience or facilities and ap
proves as eligible for credit insurance, against 
losses which they may sustain as a result of 
loans and advances of credits, and purchases 
of obligations representing loans and ad
vances of credit, made by them on and 
.after July 1, 1939, and prior to July 1, 
1955,2 for the purpose of financing altera
tions, repairs, and improvements upon or in 
connection with existing structures, and the 
bullding of new structures, upon urban, sub
urban, or rural real property (including the 
restoration, rehabilitation, rebuilding, and 
replacement of such improvements which 
have been damaged or destroyed by earth
quake, conflagration, tornado, hurricane, cy
c1one, flood, or other catastrophe), by the 
owners thereof cfr by lessees of such real 
property under a lease expiring not less than 
6 months after the maturity of the loan or 
advance of credit. In no case shall the in
surance granted by the Commissioner under 
this section to any such financial institutlon 
on loans, advances of credit, and purchases 
made by such financial institution for such 
purposes on and after July 1, 1939, exceed 
10 percent of the total amount of such loans, 
advances of credit, and purchases. The ag
gregate amount of principal obligations of 
all loans, advances of credit, and obligations 
purchased with respect to which insurance 
may be heretofore or hereafter granted under 
this section and outstanding at any one time 
shall not exceed $1,750,000,000.1 

1 Under Reorganization Plan No.3 of 1947, 
effective July 27, 1947, the Office of Federal 
Housing Administrator was abolished and 
all his functions and duties transferred to a 
Federal Housing Commissioner to be ap
pointed by the President with advice and 
consent of Senate. 

2 As amended by Public Law 5, 83d Cong., 
approved March 10, 1953. 

(b) No insurance shall be granted under 
this sectio,n to any such financial institu
tion with respect to any obligation represent
ing any such loan, advance of credit, or pur
chase by it (1) if the amount of such loan, 
advance of credit, or purchase made for the 
purpose of financing the alteration, repair, 
or improvement of existing structures ex
ceeds $2,500, or for the purpose of financing 
the construction of new structures exceeds 
$3 ,000 2 (2) if such obligation has a maturity 
in excess of 3 years and 32 days except that 
such maturity limitation shall not apply if 
such loan, advance of credit, or purchase is 
tor the purpose of financing the construction 
of a new structure for use in whole or in part 
for agricultural purposes,2 or (3) unless the 
obligation bears such interest, has such ma
turity, and contains such other terms, con
ditions, and restrictions as the Commissioner 
shall prescribe, in order to make credit avail
able for the purposes of this tile: Provided, 
That insurance may be granted to any such 
financial institution with respect to any ob
ligation not in excess of $10,000 and having a 
maturity not in excess of 7 years and 32 days 
representing any such loan, advance of 
credit, or .purchase made by it if such loan, 
advance of credit, or purchase is made for 
the purpose of financing the alteration, re
pair, improvement, or conversion of an exist
ing structure used or to be used as an apart

...ment house or a dweUing for two or more 
families: 3 Provided further, That any obliga
tion wtth respect to which insurance is 
granted under this section on or after July 1, 
1939, may be refinanced and extended in ac
cordance with such terms and conditions as 
the Commissioner may prescribe, but in no 
event for an additional amount or term in 
excess of the maximum provided for in this 
subsection. 

(c) (1) Notwithstanding any other provi
sion of law, the Commissioner shall have the 
power, under regulations to be prescribed by 
him and approved by the Secretary of the 
Treasury, to assign or sell at public or private 
sale, or otherwise dispose of, any evidence of 
debt, contract, claim, personal property, or 
security assigned to or held by him in con
nection with the payment of insurance here-

-tofore or hereafter granted under this sec
tion, and to collect or compr.omise all obliga
tions assigned to or held by him and all legal 
or equitable rights accruing to him in con
nection with the payment of such insurance 
until such time as such obligations may be 
referred to the Attorney General for suit or 
collection. 

(2) The Commissioner is authorized and 
empowered (a) to deal with, complete, rent, 
renovate, modernize, insure, or sell for cash 
or credit in his discretion, and upon such 
terms and conditions and for such considera
tion as the Commissioner shall determine to 
be reasonable, any real property conveyed to 
or otherwise acquired by him in connection 
with the payment of insurance heretofore or 
.hereafter granted under this title and (b) to 
pursue to final collection, by way of com
promise or otherwise, all claims against mort
gagors assigned by mortgagees to the Com
missioner in connection with such real prop
erty by way of 'deficiency or otherwise: Pro
vided, That section 3709 of the Revised Stat
utes shall not be construed to apply to any 
contract of hazard insurance or to any pur
chase or contract for services or supplies on 

1 As amended by Public Law 901, 80th 
Cong., approved Aug. 10, 1948. 

.account of such property if the amount 
thereof does not exceed $1,000. The power to 
convey and to execute in the name of the 
Commissioner deeds of conveyance, deeds of 
release, assignments and satisfactions of 
mortgages, and any other written_ instrument 
relating to real property or any interest there
jn heretofore or hereafter acquired by the 
Commissioner pursuant to the provisions of 
_this title may be exercised by the Commis
sioner or by any Assistant Commissioner ap
pointed by him without the execution of any 
express delegation of power or power of at
torney: Provided, That nothing in this para
graph shall be construed to prevent the Com
missioner from delegating such power by 
order or by power of attorney, in his dis
cretion, to any officer or agent he may ap
point. 

(d) The Commissioner is authorized and 
empowered, under such regulations as he 
may prescribe, to transfer to any such ap
proved financial institution any insurance in 
connection with any loans and advances of 
credit which may be sold to it by another 
approved financial institution. 

(e) The Commissioner is authorized to 
waive compliance with regulations hereto
fore or hereafter prescribed by him with re
spect to the interest and maturity of and 
the terms, conditions, and restrictions under 
which loans, advances of credit, and pur
-Chases may be insured under this section 
and section 6, if in his judgment the en-
1orcement of such regulations would impose 
an injustice upon an insured institution 
which has substantially complied with such 
regulations in good faith and refunded or 
.credited any excess charge made, and where 
such waiver does not involve an increase of 
the obligation of the Commissioner beyond 
the obligation which would have been in
volved if the regulations had been fully com
plied with. 

(f) The Commissioner shall fix a premium 
charge for the insurance hereafter granted 
under this section, but in the case of any 
obligation representing any loan, advance 
of credit, or purchase, such premium charge 
shall not exceed an amount equivalent to 
1 percent per annum of the net proceeds of 
such loan, advance of credit, or purchase, 
for the term of such obligation, and such 
premium charge shall be payable in advance 
by the financial institution and shall be 
paid at such time and in such manner as 
may be prescribed by the Commissioner. 
The moneys derived from such premium 
charges and all moneys collected by the Com
missioner as fees of any kind in connection 
with the granting of insurance as provided 
in this section, and all moneys derived from 

_the sale, collection, disposition, or compro
Inise of any evidence of debt, contract, claim, 
property. or security assigned to or held by 

·the Commissioner _as provided in subsection 
(c) of this section with respect to insurance 
granted on and after July 1, 1939, shall be 
deposited in an account in the Treasury of 
the United States, which account shall be 
available for defraying the operating ex
penses of the Federal Housing Administra
tion under this section, and any amounts in 
such account which are not needed for such 
purpose may be used for the payment of 
claims in connection with the insurance 
granted under this section. 

(g) The Commissioner is authorized and 
directed to make such rules and regulations 
.as may be necessary to carry out the pro
Visions of this title. 
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Form FH-1 FHA TITLE I CREDIT APPLICATION . Form approved. 
(Rey. 1-54) (PROPERTY IMPROVEMENT LOAN) Budget Bureau No. 63-R037.5 
To _______ ________ ---------------•• ___ --_----_ •• __ -------______________________________________ _________ ___ ------ __ -----· 
This application is submitted to obtain credit under the terrns of Title I of the National Housing Act. 

Date ___ . ----------------------------------·-· 19 •• 

NET AMOUNT Have you any other application pending at this time for an 
CREDIT REQUIRED $-----~----·· NUMBER MONTHS.... FHA Improvement loan?_------------------------------------------------------YesO or NoC 

~d~:~~~~~~-~~~======:::::::::::::::::=== =: ::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ____ HowTlcl~~~~:C~~~-t-~~-~~~~-?_-_::::::::::::::~~~~ 
(Street) (City) (P. 0. Zone) (State) 

Year of birth____________________ SingleD MarriedO Name of wife (or husband)_-------------------------------------------- Number of other dependents ____ _ 
. (Age) 

Name and address of nearest relative not living with you--------------------- ------------------------------- ---------------·------------------------------------------------· 
(Na!lle) • (Street) (City) (State) · 

. EMPLOYMENT OR BUSINESS 

~~lr~~~~~~-~-~~-~;~:ei7-~-~~~~~~~~=~~~~:::~i6i~3:::::::::::~~:::::::~~~~~i~~~~5~=~~:::::::::::::::::::~:::~::::·---Kill<i-oil:>-ti5iiies5_-:::~----~~~-~~=~::::::::::~~~~ 
Present salary or net 

om~r:~~~ R~~~.ess'l=::::::::::: ~: ~~~~ B ~~~ ~~:~ B r~~~~~~~~h~1--ii1come:::::::~::::::·::::::::::::::::::~:::::::::: ____ ~~~~:::~~~~~-~~~=:::::::::: 
Previous employer __ --------- -------------------------------- -------- ---------.: •• ------------ ------ ----------------------------------- For_. __ -----------------~----Years. 

(Name) (Street) (City) (State) 
REFERENCES 

• GIVE NAME AND ADDRESS OF RANKS, FINANCE COMPAl\'IES, OR STORES WHICH HAVE EXTENDED YOU CREDIT 

1. --------------------------------------------------------------------------------- 3. -----:------------- ------------.-------------------------------- --·-- ------------
2. --------------------------------------------------------------------------------- 4. --------------------------------------------------------------------------------

DERTS 

Ust fixed obligations, installment accounts, mortgages, FHA loans and debts to banks, finance companies and Government agencies 

To whom indebted (name} Describe debts Date in
curred 

Present 
balance 

Monthly 
payments 

Amount 
past due 

Is debt an FHA mort
. gage or repair loan? 
(State which) 

PROPERTY TO liE IMPROVED 
Address ____ ----------------------_--------_----------------------- -----------------_-- -------- -_------------ ---- --- _-------· Type. ____ --_- ______ ---- _____________ __ ________ _ 

(Street) (City) (County) (State) (House, apartment, store, farm, etc.) 
fal{ Is owned by --------------------------------- ----------------------------2.. Date purchased --------------------------------------------------Price paid,$ ___ _______ _ 

~ ~:being bought on contract by ---~-~-~~-~~-t~~~~~~~~~~~--------- ------------ Contract dated-------------------------------------------------- Price paid,$ .•••••••••• 
::; OR (Name of purchaser) . 
::= Is leased to ---------------------------------------------- - __ -------- -- -- -- ---------------------------------------------- Lease expires __ --- - ---.- _______ ____ _______ -- -- --
r.. (Name or leaseholder) (Month) (Day) (Year) 

•••••••• ----- ____________ • __ _____ ------ ____ --- ___ ___ -- ___ ------- __ _____ -___ -------------------. _ ------------ __ _ _ __ Rent per month, $_ •• ---------------· 
(Landlord's name) (Address) · 

PROCEEDS OF THIS LOAN WILL BE USED ON ABOVE PROPERTY AS DESCRIBED BELOW 

Describe each improvement planned Estimated cost Name and address of contractor/dealer 
1. ---------------------------------------------------------------------------- $_-- ---------------- ----------- - ---- ----------------------------- ---- -----------------------
2. ---------------------------------------------------------------------- -- -- - - $_- ----------------- ---------------------------------- --------------------------------------
3. ------------------------------------------------------------------ -·- -------- $_---- -- ----------- - ------------------------------- -----------------------------------------

APPUCA::o<T-lMPORTANT-READ REFORE SIGNING 

The selection of a contractor or dealer, acceptance of materials used, and ·work performed is Y 0 UR responsibility. Neither the FH.A nor the financial institution guarantees the 
material or workmanship or inspects the work performed. 
I (we) certify that the above statements are true and that no unfavorable information known to me (us) or called for herein bas been omitted. This application shall remain 
the property of the lending institution to which submitted. . 

Any person wbo knowingly makes a ~~:::tement or a misrepresentation in this I Name-------------------------------------------------------------------- (L. S.) 

application shall be subject to a fine of not more than $5,000 or by imprisonment for not 
more than 2 years, or both, under provisions of the United States Criminal Code. Name-------------------------------------------------------------------- (L. S.) 

NOTE TO FINANCIAL INSTITUTION.-If proceeds will be disbursed to . 
dealer the person selling the above-described improvements must sign here------------------------------------------------------------------------------------------- (L. S.) 

If applicant is self-employed, a business enterprise, a partnership, or a corporation, fill in exhibits A and B on reverse side. 

If applicant is self-employed, a business enterprise, a partnership, or a corporation the following information should be given in as complete a manner as possible. 
Exhibits A and Bare designed primarily for the self-employed, a business enterprise, a partnership, or a corporation. Applicants may find it necessary to submit their own 
financial statements, making them a part of this application; therefore, applicants may attach a recent balance sheet and profit and loss statement, preferably certified to 
by an independent accountant, proviq_ed that such statements present detailed information substantially in accord with the following: . 

EXHIBIT A-Balance Sheet as of ------------------------------------• 19 .• 
ASSETS LIARILITIES 

Cash __ • ______ ------ __________ ••••• _____________ ------ _____ .------ ____ $. _ •• ------ __ Notes payable __ __ ---------------------- ___ _____ ---------------------- $------------
Notes and accounts receivable·--------------------------------------- - ----------- Accounts payable __ - -----------------------------------------------·· ------------Merchandise ___________ ___ _______ -----------------------_____________ _ __________ _ Mortgages on real t'Statc___________________ _________ _______ ______ _____ -----------· 
Stocj{s and bonds ___ ---- _____________ :. __ ---- __ -------------- ___ : ______ __. ________ _ 
Land and buildings __ ------------------------------------- ----------· ------------

Other liabilities ______________ ------- ___ -----------------. ___ ---------- -------- ---· 
Net worth __________ --------. ___ -------- ____ .------------------------· _______ ____ _ 

Machinery, equipment, and fixtures---------------------------------- -----------· 
Other assets.------------------------- __ --------------------------____ --- ______ --- TOTAL __ -------------------------------------------------------- $.-----------

TOTAL ••••••••••••••••••••••• -----------------------···--·-·---- $_--------- -· 

EXHIBIT B-Profit and loss statement for year ending --------------------------------• 19 ___ ,.; 
Sales, net_ __________ ------------------------------______ $............ Gross profit _______ ------ __ ______ ------------------------ $. ----------· 
Inventory-beginning_._-------------_----------- ______ $____________ Operating and general expense ___ ----- ____ -------- ------ $------------
Purchases, net ________ ------------------- ___ ----------__ _ ___ -------- Officers' salaries __ ----- ______ ._. ______ ------------------- ------------Inventory-end _______ •• _____ •• _._._._. __ • ____ • _______ •• -------_ __ __ Taxes ____________________ _____________________ • ___ •• _.-- ••••• ----••• 
Cost of sales-------------------------------------------· ------------ Income from other sourCCS-----------------------------· 

Gross profit __________________ .------------------------ __ $_----------- Net profit or loss .• -------------------------------------
$ ___________ _ 
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When amount to finance is 

TITLE I PLAN-GROSS CHARGE TABLE 

For use of Insured Institutions which add the finance charge to the amounts to be financed 
Based on a discount of $5 on a 1-yearnote payable in equal monthly installments 

12 Months 18 Months 24Montbs ~OMonths 36 Months 

Amount of Monthly Amount of Monthly Amount of Monthly Amount of Monthly Amount of Monthly 
note payment note payment note payment note payment note payment 

$0.09 $1.68 $0.06· "$1. 10 "$0. 05 $1. 13 $0.04 $1.15 $0.04 
.18 2.15 .12 2. 20 . 10 2. 25 .08 2.30 .07 
. 27 3.23 .18 3. 30 .14 3.38 .12 3. 45 .10 

.36 4. 31 .24 4.40 . 19 4. 50 .15 4. 60 . 13 

. 44 5.38 .30 5. 51 .23 5.63 .19 5. 75 .16 

.53 6. 46 . 36 6. 61 .28 6. 75 .23 6.90 .20 

. 62 7. 54 . 42 7. 71 .33 7.88 .27 8.05 .23 

.71 8.62 . 48 8. 81 . 37 9.00 .30 9. 20 .26 

. 79 9.69 .54 9. 91 .42 10.13 .34 10.35 .29 

.88 10.77 .60 11.01 .46 11.26 . 38 11.50 . 32 
1. 76 21.54 1.20 22.02 .92 22.51 . 76 23.00 .64 
2. 64 • 32.31 1.80 33.04 1.38 33.77 1.13 34.49 .00 

3. 51 43.08 2.40 44.05 1. 84 45.02 1. 51 45.99 1. 28 
4.39 53.85 3. 00 55.06 2.30 56.28 1.88 57.49 1.60 
5. 27 64.62 3. 59 66.07 2. 76 67. 53 2.26 68.99 1. 92 

6.14 75.38 '4.19 77.09 3.22 78.79 2.63 80.49 2.24 
7.02 86.15 4. 79 88.10 3.68 90.04 3.01 91.98 2.56 
7.90 96.92 5.39 99.11 4. 13 101. 30 3.38 103.48 2. 88 

8. 78 107.69 5. 99 110.12 4. 59 112.55 3. 76 114.98 3. 20 
17.55 215.38 11.97 220.24 9.18 225. 10 7. 51 229.96 6.39 
26."32 '323.08 17.95 "330.36 13.77 337.65 1L26 344.94 9.59 

$400_ ----------------------------------=-------- 421.05 35.09 430.77 23.94 440.49 18.36 450.20 15.01 459.92 12.78 
$50()_- ------------------------------------------ 526. 32 43.86 538.46 29.92 550.61 22.95 562.75 18.76 574.90 15.97 
$600_- ------------------------------------------ 631. 58 52.64 646.15 35.90 660. 73 27. 54 675.30 22.52 689.88 19.17 

1-----1 
$700_-- --------------------- - ------------------ 736. 84 61.41 753.85 41.89 770. 85 32.12 787.85 26.27 804.86 22.36 

70.18 861.54 47.87 
78.95 969.23 53. 85 

880.97 36.71 900.40 30.02 919.84 25. 56 
"991.09 41.30 1, 012. 96 33.77 1, 034.82 28.75 

$800-- ----------------------- -- ----------------- 842. 11 
$900-------------------------------------------- 947. 37 

87-72 1,076. 921 59.83 
175.44 2, 153.84 119.66 
219.30 2, 692.31 149.58 

1, 101.22 ~ .. 1 
l, 125. 51 37.52 1, 149.80 31. !M 

2, 202.43 91.77 2, 251.01 75.04 2, 299. 59 63.88 
2, 753.04 114. 71 2, 813.77 93.80 2,874. 50 79.85 

1------1 

$1,000------------------------------------- 1, 052. 63 
$2,000---------- - -------------------------------- 2, 105. 26 
$2,500--------- -- -------------- ------------------ 2, 631. 58 

M-onthly installment payments have been set at the next full cent nearest the fractional result. 
total payments equal the face amount o1 the note. 

As adjustment should be made in initial or-final payment to have the 

FH-2 
(Revised October 1953) FHA TITLE I COMPLETIO CERTIFICATE 

<WOR K DONE OR MATERIALS DELIVERED) 

Fonn approved. 
Budget Bureau No. 63- R282.5. 

To: --- ---------------------------- ---------------------- - ---------------------- --- ------ of -------------- __ -------- ___ --------- _________________ _ ------------------------- ___ _ 
(Financial institution) (Address) 

In accordance with my (our) Credit Application dated --------------------------------------------------- ------------------• for a loan pursuant to the provisions of Title I 
of the National Housing Act: 
CHECK HERE IF LOAN IS TO PAV FOR COST OF MATERIALS AND INSTALLATION. 
o I (We} .hereby certify that all articles and materials llave been furnished and installed and the work satisfactorily completed on premises indicated in my (our) Credit Ap

plication. 
CHECK HERE IF LOAN COVERS ONLY THE PURCHASE OF MATERIALS. 
o I (We) hereby acknowledge receipUn satisfa.cto.ry .condition of the materials described in my (our) Credit Application . . 

I (We) certify that I (we) have not been given or promised a cash payment or rebate nor bas it been represented to me (us) that I (we) will receive a cash bonus or commis· 
l!lon on future sales as an inducement for the consummation of this transaction. I (we) understand that the selection of the dealer and the acceptance of the materials used and 
the work performed is my (our) responsibility and that neither the FHA nor the financial institution guarantees the material or workmanship or inspects the work performed. 

NOTICE DO NOT SIGN this certificate until you are satisfied that the Date---------------------------------------------
TO dealer bas carried out his obligations to you and tbat tbe work or the Borrower 

BORROWER materials have been satisfactorily completed or delivered. Signature-- ------------------------- -- ---------------·---------- ---------------------· 
(Read before signing) 

Borrower 
Signature __ --- - __ --------------- - __ -- _____ _ ------ __ --- . ---------------------.--------

(Read before signing) 

For the purpose of inducing the payment of proceeds of this loan and the insurance thereof by the FHA the undersigned certifies and warrants that: 
(1) The above work or materials constitute the entire consideration for which this loan is made. (2) A copy o1 the contract or sales agreement bas been delivered to the 

borrower and the above financial institution. (3) This contract contains the whole agreement with the borrower. (4) Tbe borrower has not been given or promised a cash 
payment or rebate nor bas it been represented to the borrower that be will receive a cash bonus or commission on fu ture sales as an inducement for the consummation of this 
transaction. (5) The work has been satisfactorily completed or materials delivered. (6) The above certificate was signed by the borrower after such completion or delivery. 
(7) The signatures hereon and on the note are genuine. (8) All bills for labor or materials have been or will be paid. 

If -any or the -above representat-ions prove incorrect, the undersigned agrees to promptly repurchase the note from the financial institution or from the FHA ar the case 
maybe. -

DEALER ·-- _ ----------------------- ______________ -----------------------------
SIGN HERE (Name of dealer) · 

Date ----------------------------- By ------------ ----------- ___ ____ _________ --------------- _____ ------
(Signature) 

WARNING : Any-person who knowingly maK:es a ra.Is.e statement or. a mfsreprese~ta~ion m this certificate shall be subject t) a fine of no ~ more than $5,000 or to imprlson· 
m ent for not more than 2 years, or both, under provlSions of the Umted States Cn.mmaJ Code. . . 
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FH-13 FHA TITLE I · DEALER APPLICATION Form approved 
To Budget Bureau No. 63--R844 

-----------------------~-----------------------------------<i:iisUied.-iDsiiiiiiioiif-------------------------------------------------------~ -------------<naie5 ____________ _ 

rr:he following information :is. furnished .ro~ ~be purpose of inducing you to approve my (our) application as a dealer pursuant to the provisions or Regulation VITI s t' 
1 (a) ISSUed by the Federal Housmg CommiSSion under the authority contained in Title I of the National Housing Act.' ec 100 

!Y!~ESS NAME ____________________ ------ _____ ------------- ______ -------____________________________________ ----- ___ ------------------_ _ _ __ Phone _________________ _ 

:~:::~~=~~:~~:::::=~~!~:::::::::::;~;;~;;::::::?:::::::::::::::::::::~~/>!::::~:::::::::::::::!~:::~::~~~~:::::::::=::~~;;-~;~~=~·-;;;:::.~: ... 
(General contracting, lumberyard, heating, etc.) --------------------

OWNERSHIP: OSole Owner OPartnership oCorporation 
p RIN C IP A LS; --------------------(N arne)------------------------------------------ -(Tltle) -- ---------------------------------------- -Oiome-Adfu(iss)--------------------

--------------------<N aiiie5--- --------------------------------------- ("Titie5-- --- ------------------------------------- (H<>inii A:d.iliess5--------------------

--------------------(Name)-------------------------------------------<"Tiiie)-------------------------------------------<Iiome-A:d.ilicss) ___________________ _ 

TRADE REFERE~CES: 

Name 
(Name suppliers of major products financed under Title I FHA) 

Address 
------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

M~¥ 2r;g~c~~It~~~;i~i~=;if~~=======================================----===================================================================================== 
------------------------(iiaillef----------------------- ----------------------- c.Ad.d~ess5------- ---------------- From _______________________ to----------------

(year) (year) 
From _________ ---- ---------- to --------- ----- ----------

(year) (year) 
------------------------{Name)----------------------- -----------------------(.Ad.iliess5-----------------------
If paper to be financed represents the sale of a speciality product, indicate trade name and manufacturer 
-- ------------------------------------------------------------------- --------------------------------------------------------------- - ~----------------------------------------------------------------------------------------------------------u ... tiacii desci-iiiti .v;; -.ui&atille -a.ud- I>t-i<:e -.usi>-- ------------ ---------------------------------------------------

~J~:::~rili-iliicileil-- ----------------------------------- -------------------------------------------------------------------- Number of branches ------ ___ ----------- ______ _ ------------------------------------------------------------------------------------- ----------------- .... ------------------------------------------------ .. --
nesc~il)C :w)r-guarail iY-iiveii-ilii.Yeis ~=:: ::::::::::: ===== ======:::: == ::::::::::::::::: ==========::::::: ::::::: =========== ==== =======: :::::::::: ======== ====: :::::::::::::::::: 
pi];ailcia1siat6ID.eiiia8-<>i::::::::::::::::::::::::::::::-1s-attaciled.-.----------------------------------------------------------------------------------------------------------

cnate> 
I (we) understand that I (we) are fully responsible for the title I activity of all sales personnel, that ethical and proper selling practices will be followed and that immediate 

attention will be given to all complaints involving materials, workmanship or sales representations. ' 
I (we) certify that the statements are true. I (we) understand this application shall remain the property of the financial institution to which it is submitted and u 

requested, 8 copy may be furnished to the Federal Housing Administration. ' 

~~e ·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
. (Title) 

WARNING: Any person who kowingly makes 8 false statement or a m"lsrepresentation in this application shall be subject to a tine of not more than $5 000 or to Imprisonment 
Cor not more than 2 years, or both, under provisions of the United States Criminal Code. · ' 

THIS SPACE FOR USE OF DEALER IN SUPPLYING ADDITIONAL INFORMATION 

------------------------------------------------------------------------------------------------------------------------------ --------------------------------------------------
THIS SPACE FOR USE OF INSURED INSTITUTION 

o Dealer given copy of dealer guide 
o Firm and all principals checked against precautionary measures list 
0 References checked 
o Credit report dated ------------------------------------------------ attached 
o Previous lenders checked 
o Place of business inspected by ----------------------------------------------------------------------------~--- Date - _ -------------------------------------------------

Remarks· ----------------------------------------------------------------------------------------------------------------------------------------------------------------

The dealer whose application appears on the reverse hereof has been approved after such investigation as we consider necessary to establish that the dealer is reliable, 
financially responsible and qualified ~ perform satisfactorily the work to be financed and to extend proper service to the customer. 
Dealer approved _ -- __ -- __ -- ____ --- _____ --~- ____ ------------- ____ , 195 __ -- By: ________________ --- ___________ -------------------------------------------------------------

FEDERAL HOUSING ADMINISTRATION, stock so that copies of this booklet here- stituted with the primary objective of as-
Washington, D. C., October 28, 1953. after released by you will be current in slsting homeowners in maintaining better 

To: All State and district directors every respect. housing standards. Full attainment of this 
Subject: Amendments to part I of the title I Although our letter TI-101 is self-explan- objective has been made dimcult because of 

regulations atory, we wish to emphasize the importance the activities of a relatively few unscrupu-
Attached is a copy of our letter, TI-101, of taking whatever steps are necessary to lous dealers and salesmen who have taken 

dated October 28, 1953, to all qualified title see that the procedural changes required by ·advantage of the basic good faith concept 
1 lending institutions announcing amend- these amendments are promptly carried out ·on which the program is founded to victim
ments to part 1 of the title I regulations. by all lending institutions in your jurisdic- 1ze property owners through unethical bust-

Also attached are copies of the revised tion. Further, these amendments should ness practices. 
completion certificate, FH-2, and a new be reViewed and discussed with those of The Administration has vigorously opposed 
form, FH-13, FHA title I dealer application. your staff concerned with title I activity such practices and has adopted a number of 
A temporary working supply of these new and also discussed in your title I lenders' procedural steps designed to eliminate the 
forms will be shipped to you within the committee meetings. unethical operator from the home improve-
next few days. A bulk print order has Very truly yours, ment field. With the tremendous increase 
been given to the Government Printing ARTHUR J. FRENTZ, in title I volume in recent years, however, 
omce and should be available for distri- Assistant Commissioner. reports of irregular dealer activities have 
bution within 2 or 3 weeks. continued to come to our attention. 

Because the use of the new completion FEDERAL HousiNG ADMINISTRATION, In order to provide the homeowner with 
certificate, FH-2, does not become manda- Washington, D. C., October 28, 1953. further protection against such abuses, Com-
tory until January 1, 1954, lenders ma.y To: All qualified title I lending institutions. missioner Guy T. 0. Hollyday has amended 
accept the old forms until this date. There- Subject: Amendments to part I of the title I today part I of the title 1 regulations. A 
fore, continue to furnish the old certificate, regulations; amendment to regulation copy of the new amendments is attached and 
if in stock, until your supply of the new III, section 3; amendment to regulation there follows a summary of the changes with 
forms is received. At that time, the old VIII, sections 1 (a), 1 (b), 1 (e), and pertinent comment. 
forms still on hand should be destroyed. section 3; amendment to regulation XI, DEALER APPLICATION, FORM FH-13 (REGULATION 

There will be forwarded to you also a section 2, section 3, and section 5 VIII, SEC. 1 <a> > 
small supply of the new amendments which (d) (3). Effective December 1, 1953, it will be re-
should be inserted 1n any copies of the The home improvement program. under quired that the approval of the dealer by the 
regulations booklet (form. FH-20) now in title I of the National Housing Act was in· insured be evidenced by an application 



12350 CONGRESSION4.L RECORD- SENATE 'July_ 28 
signed and dated by the dealer on a form 
approved by the Commissioner. It is further 
required that the signed and dated approval 
by the insured be on a form approved by the 
Commissioner. These required forms have 
been consolidated into the attached form 
FH-13 supplied by this Administration. Ap
proval to reproduce these two forms, jointly 
or separately, is hereby given provided there 
is no omission of any of the contents. 

It is not required that the prescribed appli
cation be obtained from dealers previously 
approved by the insured and to whom the 
insured has disbursed loans during the 12-
month period prior to December 1, 1953. 

The items of information on the dealer ap
plication form are considered to be minimum 
and it is urged that lenders obtain such addi
tional data as may be warranted under the 
circumstances of the individual case. It 
frequently may be desirable to have a dealer 
furnish the names and addresses of all sales 
personnel presently employed in order that 
the antecedents and other background in
formation on these individuals may be ob
tained. 

The amendment now makes it mandatory 
that the insured maintain a record of its 
experience with the loans originated hence
forth by all of its approved dealers. Such 
record should reflect at least the volume of 
loans purchased, claims filed, and borrower 
complaints received or irregularities dis
covered. 

Lending institutions are urged to review 
the subject of dealer approval discussed in 
the explanatory text in the printed Regu
lations booklet and also review our letter of 
July 15, 1953, (TI-99) on the same subject. 

Failure on the partof the insured institu
tion to have in its file the signed and dated 
application of the dealer together with sup
porting information and the insured's signed 
and dated approval shall be considered a 
violation of the regulations and loans· pur
chased from such dealer will be considered 
as failing to meet the requirements of the · 
insurance contract. 
BORROWER-DEALER COMPLETION CERTIFICATE 

(REGULATION VIII, SEC. 1 (B)) 
This amendment stipulates that loans 

originated under the inducement of a 
"bonus" promise or a cash payment will not 
be accepted for insurance if the insured in
stitution has knowledge of such practices. 
The completion certificate, form FH-2, 
(copy attached) has been revised so that 
both the borrower and the dealer must certi
fy that no bonus or cash payment was given 
o:- promised in connection with the trans
action. The insured may rely upon the state
ments of the borrower and the dealer in their 
completion certificate in the absence of in
formation to the contrary. 

The completion certificate has been further 
revised so that the borrower makes an 
amrmative statement that he understands 
that the selection of the dealer and accept
ance of the materials and workmanship are 
his responsibility rather than that of the 
lending institution or the Federal Housing 
Administration. In the dealer's portion of 
the certificate there has been added a state
ment that all bills for labor and material 
have been or will be paid and further, an 
agreement by the dealer to repurchase the 
note, if any of his representations made on 
the certificate are found to be incorrect. 

Existing stocks of completion certificates 
may be used until exhausted but in no event 
after January 1, 1954. In accepting the old 
completion certificate forms lending insti
tutions should be alert for any evidence of 
bonus sales practices or promises of cash 
payment. It is well to caution all dealers 
against the use of such sales methods in con
nection with title I transactions. 

The new form of completion certificate 
ma! be reproduced provided the minimum 

size is 8 x 7 inches and there is no deviation 
as to content or format. 

ADVANCE NOTICE TO THE BORROWER (~EGULATION 
VIU, SEC. 1 (E) ) 

This subsection is new and requires the 
insured institution to deliver a notice to the 
borrower of the approval of his credit appli
cation. This notice must be delivered to the 
borrower at least 6 calendar days prior to 
disbursing the note proceeds to the dealer. 
For example, if the advance notice is mailed 
on the 1st d ay of the month, disbursement 
shall not be made until the 7th day of the 
month or thereafter. 

It is not required that the borrower ac
knowledge receipt of the notice. However, 
the insured must have a record of having 
mailed or delivered such notice. An accept
able record of delivery would be a dated car
bon copy of the notice or a dated entry in 
the borrower 's loan file. 

The purpose of the advance notice is to 
bring about a closer relationship between the 
insured institution and the homeowner and 
to make certain that the homeowner under
stands the basic terms of the transaction. 

This form will not be supplied by the Ad
_ministration as it is believed that institu
tions should issue the notice on their own 
stationery. As the regulations require such 
notice on a form approved by the Commis
sioner, this letter shall be considered as om
cia! approval of any notice that contains in 
its text the following minimum data: 

[Letterhead of institution) 
"'Advance notice to applicant for FHA title 

!loan-
Date _______ _ 

------(Act-d;e~)------

"We have approved your FHA application 
for credit in the net amount of $---------• 
for --------- months under title I of the 
National Housing Act as presented to us by 

--~------------------· (Dealer) 
"Please notify us immediately if you have 

any questions regarding the transaction. 

<N~~;~!!~;tit~ti;~)~ 
Lenders are encouraged to add to this no

tice any additional material that may be 
helpf';ll to the homeowner in fully under
standing the transaction. Notices already in 
use by some lenders indicate the gross 
amount of the loan, the amount of the 
monthly payment and the finance charge. 
Frequently, a warning is expressed against 
bonus selling and the borrower is cautioned 
t~at the co~pletion certificate should not be 
signed until he is satisfied as to the com
pletion of the job. 

DmECT LOANS (REGULATION VUI, SEC. 3) 

This. section stipulates that the provisions 
of section 1 and section 2 shall not apply to 
t~ose loans where the proceeds are delivered 
directly to the borrower. However if the 
dealer participates in the disburse~ent in 
any manner, such as having the proceeds 
check (although made payable to ·the bor
rower) delivered to the dealer by the insured 
institution, or if the dealer accompanies the 
borrower to the institution on the occasion 
of d.is~ursement for the obvious purpose of 
receiving the proceeds, then the provisions 
of section 1 and section 2 must be followed. 
Insured institutions should be on the alert 
to . see that the protective measures pre
scnbed for use in connection with dealer 
originated loans are not avoided by any sub-
terfuge. · 

CLAIM AFI'ER DEFAULT (REGULATION XI, SEC. 2) 
There has been some question as to how 

soon a c~aim for reimbursement for loss may 
be submitted to the Administration in view 
of the parenthetical clause in regulation XI, 

section 2 Indicating that default was the 
earliest installment for which full payment 
has not been received. The amended regu
lation removes this restriction so that claim 
may be made any time after default in any 
provision of the note provided demand has 
been made on the debtor for the full unpaid 
balance. 
MAXIMUM CLAIM PERIOD (REGULATION XI, SEC. 3) 

The word "section" is substituted for the 
word "regulation" to avoid any misunder
standing as to the maximum claim period 
prescribed by this section. 
CLAIM AMOUNT, ATTORNEY FEES (REGULATION XI, 

SEC. 5 (D) (3)) 

This amendment now provides additional 
reimbursement to the insured for obtaining 
judgment in instances where the action is 
contested. The insured may claim $50 plus 
5 percent of the balance due on the note if 
judgment is recovered in a contested action. 
This is in addition to the $25 (or 15 percent 
of the balance due) permitted by subsection 

· 5(d) (2). 

ELIGmLE NOTES, PAYMENTS (REGULATION UI, 
SEC. 3) 

The amendment to regulation III, section 3 
now permits an adjustment of either the first 
installment or the final installment provided 
such payment is not less than one-half or 
more than one and one-half times the 
amount of regular installments. 

A supply of the new forms ( dealer-appli
cation, form FH-13, and completion cer
tificate, form FH-2) are now being shipped 
to the FHA field o1lices and lending institu
tions may obtain a working quantity within 
the next few days. Lenders are requested 
to cooperate by deferring their requisitions 
for a bulk shipment until after the initial 
distribution has been effected. 

Misrepresent.1tions and sales irregularities 
have no part in the title I program. We be
lieve that the steps now being taken, coupled 
with the united effort of the lending institu
tions and respo~sible dealers throughout the 
country, will provide a sound operation for 
the benefit of the entire community. 

Very truly yours, 
ARTHUR J. FRENTZ, 

Assistant Commissioner. 

AMENDMENT TO PART I OF THE REGULATIONS 
OF THE FEDERAL HOUSING COMMISSIONER 
GOVERNING PROPERTY IMPROVEMENT LOANS 
EFFECTIVE JULY 1, 1947 
Part I of the regulation of the Federal 

Housing Commissioner covering property
improvement loans, effective July 1, 1947, as 
amended, is further amended as hereinafter 
provided. 

The second sentence of regulation III, sec
tion 3, is hereby amended to read as follows: 

"The first installment or the final install
ment may be more or less than the other 
installments provided that it is not less than 
one-half or more than one and one-half 
times the amount of a regular installment." 

Regulation VIII is hereby amended, effec
tive December 1, 1953, to read as follows: 

"1. Disbursement: Before disbursing the 
proceeds of a loan, the insured shall: 

"(a) Dealer approval: Have approved the 
dealer after such investigation as the in
sured considers necessary to establish to its 
satisfaction that the dealer is reliable, finan
cially responsible, and qualified to perform 
satisfactorily the work to be financed and 
to extend proper service to the customer. 
This approval shall be evidenced by an ap
plication signed and dated by the dealer 
and signed and dated by the insured on 
forms approved by the Commissioner. The 
~ealer application, the approval by the 
1nsured, together with supporting informa
tion, and a record of the insured's experi
ence with the loans originated by such 
dealer shall be in the insured's file. New 
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dealer applications and dealer approva,Js 
need not be executed in connection with 
dealers who have been approved and to 
whom the insured has disbursed loans dur
ing the 12-month period prior to December 
1, 1953. For the purpose of this regulation 
the term "dealer" means the one who exe
cuted the dealer's completion certificate. 

"(b) Completion certificates: Obtain a 
completion certificate signed by the bor
rower and a completion certificate signed by 
the dealer on forms approved by the Com
missioner. An insured shall not disburse 
the proceeds of a loan, if, as an inducement 
for the consummation of the transaction, 
the borrower has been given or promised a 
cash payment or rebate, or it has been rep
resented to the borrower that he will receive 
a cash bonus or commissions on future sales. 
In the absence of information to the con
trary, the insured may rely upon the deal
er's statement in his completion certificate 
as to such bonus selling. If there are two 
or more eligible borrowers involved in a 
transaction, only one signature is required 
on the borrower's certificate. 

"(c) Authorization to pay loan proceeds: 
No change. 

"(d) Description of improvements: No 
change. 

" (e) Advance notice to applicant: Mall to 
the borrower or personally deliver to the bor
rower written notice of approval of the ap
plication for credit on a form approved by 
the Commissioner. Such notice shall be di· 
rected to the borrower prior to disbursement 

·of the loan and in no event less than siX 
calendar days prior to such disbursement. 
A record of such notice showing the date 
of mailing or delivery to the borrower shall 
be in the loan file. 

"2. Precautionary measures: No change. 
"3. Exceptions: The provisions of sections 

1 and 2 of this regulation shall not apply to 
loans made directly to the borrower or bor
rowers where the proceeds are delivered 
directly to such borrower or borrowers with
out the intervention or participation of the 
dealer or other intermediary in any manner 
in such disbursement." 

Regulation XI, section 2 is amended to read 
as follows: 

"2. Claim after default: Claim may be 
made after default provided demand has 
been made upon the debtor for the full un
paid balance of the note." 

Regulation XI, section 3 is amended to 
read as follows: 

"3. Maximum claim period: For the pur
pose of determining when a claim must be 
filed under the provisions of this section, any 
payments received on an account, including 
payments on a judgment predicated thereon, 
shall be applied to the earliest unpaid in· 
stallment, and in the case of: 

"(a) Yearly installm~nt notes: No change. 
"(b) All other installment notes: No 

change. 
"(c) Military service cases: No change. 
Regulation XI, subsection 5 (d), is hereby 

amended effective as to claims certified for 
payment on or after December 1, 1953, to 
read as follows: 

"(d) Attorney's fees actually paid not ex-
ceeding: 

"(1) No change. 
"(2) No change. 
"(3) Fifty dollars plus 5 percent of the 

balance due on the note as an additional fee 
where the action is contested and judgment 
is obtained." 

Issued at Washington, D. C., October 28, 
1953. 

GUY T. 0. HOLLYDAY, 
Federal Housing Commissioner. 

Mr. CAPEHART. Mr. President, the 
safeguards covered such matters as care 
by the lenders in selecting dealers; the 
maintenance ot a dealer's file by each 

lender indicating the reliability and re
sponsibility of the dealer; and the cer
tification by each lender upon recording· 
a loan with FHA for insurance that it 
has in its possession a dealer file, a dated 
credit application from the borrower, 
and a completion certificate from both 
the borrower and the dealer, and that at 
least 6 days have elapsed between the 
time the lender has given the borrower 
notice of approval of the application and 
the time of disbursement of the loan. 

The amendments to which I refer were 
included in subparagraphs (iii) and <iv) 
of the paragraph to be inserted at the 
end of 2 (a) of the National Housing Act 
by section 101 of the bill. 

The conferees determined that these 
requirements were desirable, but felt 
they were matters which should more 
properly be continued in FHA regula
tions rather than be expressly put into 
the applicable law. While the Senate 
conferees receded to the House in this 
respect, it is understood that FHA in 
its regulations will continue to require 
compliance with the conditions set forth 
in this paragraph. 

In the report we state to the FHA, in 
effect, "You can keep those regulations. 
They are desirable, and we approve of 
them." But we did r_ot put them into 
the law, for the simple reason that it 
is impossible to write every FHA regula
tion into the law. Perhaps we should, 
but at least we did not. 

Although no one can guarantee any
thing in this world-and, in particular, 
it is impossible to legislate honest ad
ministration-yet it is our sincere hope 
that with honest administration from 
now on, with efticient and busj.nesslike 
administration, with the FHA run in the 
way that one would run his own busi
ness, with proper amendments in the 
FHA law, and with the regulations about 
which I have just spoken, we should be 
able to eliminate the bad practices, bad 
habits, irregularities, abuses, and down
right crookedness that have been going 
on in the FHA, in connection with title 
I, during the past 20 years. 

Mr. President, at this point I" ask 
unanimous consent to have printed in 
the RECORD the part of the text of House 
bill 7839, as passed by the Senate, with 
respect to this matter, which was taken 
out, and for which the regulations were 
substituted instead. 

There being no objection, the excerpt 
was ordered to be printed in the RECORD, 

·as follows: 
[H. R. 7839 as passed in Senate June 3, 1954 

(pp. 2-5 of bill)] 
After the effective date of the Housing 

Act of 1954, • • • (iii) no dealer shall be 
permitted to participate in the benefits of 
this section unless he shall have been ap
proved according to the following procedure: 
Each lending institution shall use due care 
in selecting dealers from whom it purchases 
notes or with whom it cooperates in making 
loans directly to the borrower under this 
section, and shall maintain a file with refer
ence to each such dealer containing a signed 
and dated application by the dealer for ap
proval and a signed and dated approval of 
the dealer by the lending institution, such 

·approval being supported by information 
1n the :ftle that the dealer Is ( 1) reliable. 
(2) financially responsible, (3) qualified to 

perform satisfactorily the work to be 
financed, and (4) equipped to extend proper 
service to the borrower; absence of such a. 
file in the lending institution available for 
inspection by the Commissioner shall con
stitute a violation of this provision; (iv) 
each lending institution, as a condition 
precedent to insurance under this section, 
shall certify to the Commissioner at the 
time it records with the Commissioner for 
insurance each loan, advance of credit or 
purcltase it has originated (a) that it has 
available the dealer file required by this sec· 
tion, (b) that the borrower has signed a 
dated credit application on a form approved 
by the Commissioner, (c) that the lending 
institution has mailed or delivered to the 
borrower written notice of approval of the 
credit application, (d) that no less than 
6 days have elapsed between the date upon 
which such notice was mailed or delivered to 
the borrower and the date of disbursement 
of the loan by the lending institution, and 
(e) that prior to such disbursement but on 
or after the date of completion of the work 
for which credit was extended, the borrower 
has signed a completion certificate on a 
form approved by the Commissioner stating 
the borrower's satisfaction with the materials 
.furnished and work performed and that no 
cash payment or rebate has been given or 
promised to the borrower in connection with 
this advance of credit and that the proceeds 
thereof will be entirely applied to payment 
for the materials and work for which credit 
was extended, and that the dealer has 
signed a completion certificate on a form 
approved by the Commissioner stating that 
the materials and work for which credit 
was extended constitute the entire considera
tion for such extension of credit, that a 
copy of the contract or sales agreement has 
been delivered to the borrower and the 
lending institution, containing the whole 
agreement with the borrower, that the bor
rower has not been given or promised a cash 
payment or rebate nor has it been repre
sented to him that he will receive a cash 
bonus or commission on future sales as an 
endorsement for signing such contract, that 
the materials have been satisfactorily fur
nished and the work has been satisfactorily 
completed, that the borrower's completion 
certificate was signed by the borrower after 

· such delivery or completion, that the signa
tures on the completion certificates of the 
borrower and the dealer and on the note are 
all genuine, that all bills for labor or ma
terials have been or will be paid, and that 
if any of the representations on the dealer's 
certificate prove to be incorrect, the dealer 
agrees to repurchase promptly the note from 
the lending institution or from the Com· 
missioner, as the case may be. 

Mr. MONRONEY. Mr. President, will 
the Senator from Indiana yield? 

Mr. CAPEHART. I yield. 
Mr. MONRONEY. As the distin

guished chairman of the Banking and 
Currency Committee knows, I have been 

. very much interested in the section on 
farm housing which the chairman of 
the committee was so kind as to accept, 
and which was adopted by the Senate 
and taken to conference. It is my 
understanding that it is contained in the 
conference report, and I wonder whether 
the Senator from Indiana will advise me 
about it. 

Mr. CAPEHART. It is not in this 
conference report, but is in a separate 
bill which is on the calendar. 

Mr. SPARKMAN. Mr. President, I 
believe the able chairman of the com
mittee is mistaken. 



12352 CONGRESSIONAL. RECORD- SENATE _ July 28 

Mr. CAPEHART. Perhaps I did not 
understand the question of the Senator 
from Oklahoma. 

Mr. SPARKMAN. I think I can ask a 
question which will refresh the recollec
tion of the chairman of the committee 
in reference to that particular matter. 

Mr. CAPEHART. I yield to the Sena
tor from Alabama. 

Mr. SPARKMAN. I believe the refer
ence made by the chairman of the com
mittee was to a separate bill which re
lates to direct loans to Gl's for housing. 

Mr. CAPEHART. Yes. The amend
ment offered by the able Senator from 
Oklahoma [Mr. MoNRONEY] on the floor 
was, at the suggestion of the chairman 
of the committee, kept intact in the 
conference report. We kept it exactly in 
the way the Senate adopted that amend
ment. 

Mr. MONRONEY. And it was the in
tent to make it operative in the FHA, so 
as to provide farm home construction 
under the FHA. 

Mr. CAPEHART. Yes; we kept it in 
the conference report, in the form in 
which the Senate had adopted that 
section. 

I thought the Senator from Oklahoma . 
had reference to the Veterans' Adminis
tration home-loan provisions, which we 
placed in a separate bill, for the reason 
that, although the Senate Banking and 
Currency Committee handles that sub
ject, a different committee in the House 
of Representatives handles it. So we 
placed it in a separate bill. 

Mr. SPARKMAN. Mr. President, will 
the Senator from Indiana yield to me? 

Mr. CAPEHART. I yield. 
Mr. SPARKMAN. Will the chairman 

of the committee take into consideration 
the fact that the direct loaning program 
to veterans expires on July 31? There
fore, will he make an effort to have that 
bill acted on before that time? 

Mr. CAPEHART. It is on the cal
endar. 

Mr. SPARKMAN. That bill contains 
exactly the language the Senate has al
ready passed. 

Mr. CAPEHART. And the present law 
expires on July 31. I shall ask to have 
that bill brought up later today, if pos
sible; or, if not, tomorrow. 

Mr. SMATHERS. Mr. President, will 
the Senator from Indiana yield to me? 

Mr. CAPEHART. I yield. 
Mr. SMATHERS. Will the chairman 

of the committee tell us what the con
ferees did insofar as the mortgage hotel 
amendment is concerned, and its appli
cation to section 608 apartments? 

Mr. CAPEHART. I shall reach that a 
little later; but if the Senator from 
Florida wishes me to speak about it for 
a moment, I shall say I think the action 
of the conferees should be entirely satis
factory to the able Senator from Florida. 
We amended that part of the law, so it 
will not be retroactive. 

We provided that if any hotel owned 
any section 608 project which had writ
ten permission from the FHA, prior to 
the enactment of this law, to become a 
hotel or partially a · hotel, it may do so, 
provided it had a written contract with 
the FHA. .We also wrote in a provision 

whereby, under section 608, . any such 
project in a strictly 100 percent tourist 
section could, under certain conditions 
and at certain times of the year, operate 
partially as a hotel. 

Mr. SMATHERS. Is it the view of the 
Senator from Indiana that that will take 
care of most of the complaints? 

Mr. CAPEHART. We think so, and 
we hope so, and it was our intention to 
do so. 

Mr. SMATHERS. Does the Senator 
from Indiana think that the reference 
to "100 percent tourist area" might re
sult in causing difficulties? 

Mr. CAPEHART. That certainly 
would not include New York or wash
ington, but it certainly would include 
Miami, Fla. 

Mr. SMATHERS. And also Daytona 
Beach and similar places? 

Mr. CAPEHART~ Yes. 
Mr. SMATHERS. I thank the Senator 

from Indiana. 
Mr. LENNON. Mr. President, will the 

Senator from Indiana yield to me? 
Mr. CAPEHART. I yield. 
Mr. LENNON. I certainly agree with 

the distinguished chairman of the com
mittee that the people of the country 
have been shocked and outraged by the 
recent disclosures that many FHA bor
rowers have unjustly enriched themselves 
at the expense of their fellow taxpayers. 

I should like to ask the able Senator 
from Indian'a to take the time of the 
Senate--which I think he could properly 
do, in view of the disclosures which have 
been made--to inform the Senate what 
provisions have been written into the 
conference report to prevent a recur
rence of such a situation: I think the 
chairman of the committee could explain 
that in a short time. 

Mr. CAPEHART. I have just ex
plained title I, and now I am ready to 
deal with the anti-mortgaging-out pro
visions, which relate to the other bad 
phases of the program. In other words, 
there were two bad phases which in
volved the irregularities. One had to do 
with title I, with loans made to individual 
homeowners, for the purpose of making 
repairs to their homes. I have just 
finished discussing it. 

Mr. LENNON. Mr. President, will the 
Senator from Indiana yield to me again? 

Mr. CAPEHART. I yield. 
Mr. LENNON. I have particular ref

erence to loans which were made to FHA 
borrowers for multiple-unit apartments. 

Mr. CAPEHART. In other words, un
der section 608. 

Mr. LENNON. Yes, under section 608. 
Mr. CAPEHART. And the building of 

rental property. 
Mr. LENNON. That is correct. 
Mr. CAPEHART. I am about to take 

up that phase of the conference report-
in other words, the anti-mortgaging-out 
provisions. As I proceed. to discuss that 
part of the report, I shall be very glad 
to answer any questions the Senator 
from North Carolina may have. 

ANTI-MORTGAGING-OUT PROVISIONS 

Another major complaint received by 
your committee at the time it was con
sidering its bill was a series of allegations 
that sponsors of certain of the housing 

programs using mortgages insured by 
FHA had constructed the projects at a 
cost lower than. the amount of the mort
gage insured by FHA and had pocketed 
the difference as profit. · 

Daily in its investigation, your com
mittee is finding more and more in
stances of this practice. 

In order to curb a recurrence of this 
unjust enrichment under current Fed
eral housing programs, section 126 of 
the bill, as passed by the Seriate, con
tained a cost certification requirement 
which would make it mandatory for the 
sponsor to repay on the mortgage any 
excess of mortgage proceeds over the 
prescribed percentage of actual cost of 
the project. 

This certification would be required 
under the Senate bill for all new or re
habilitated multifamily housing. Items 
of actual cost were expressly defined in 
the Senate bill. 

In computing actual cost, land value 
could not exceed the FHA Commission:. 
er's estimate of its fair market value 
before construction or improvements. · 

In our investigation we found that 
they would pay, for instance, $5,000 for 
a piece · of land, · and would turn it in 
and get credit for it on the mortgage 
for $100,000, or even more-maintain
ing that that was the value of the land 
or would be the value of the land when 
the project was built upon it. 

We wrote into the conference report 
a provision that the land value to tJ 
used in that case must be the estimated 
fair market value of the land before 
construction and improvements. In 
other words, we have now instructed the 
FHA to include as the cost of the land, 
for the purpose of mortgages, exactly 
what the land did cost, rather than what 
it may be worth after the improvements 
are made. 

Moreover, actual cost could not in
clude kickbacks, rebates or trade dis
counts received in connection with con
struction or improvements. We found 
a great many kickbacks. In fact, we 
found a great deal of everything; I have 
been amazed at the ingenuity of those 
involved in these contracts. 

Mr. LENNON. Mr. President, will the 
Senator from Indiana yield further to 
me? 

Mr. CAPEHART. I yield. 
Mr. LENNON. Does the Senator from 

Indiana and . do the other members of 
the committee feel that sufficient safe
guards have been written into the con
ference ,report, along with the new regu
lations to be promulgated by the FHA? 

Mr. CAPEHART. I shall answer that 
question only for myself, and shall say to 
the Senator from North Carolina that I 
hope so, and I think so, although I am 
not too certain of it, primarily for the 
reason that-and possibly I did not feel 
so strongly about the statement I am 
about to make, 60 days ago, as I do now, 
as a result of 60 days of hearings--my 
best judgment is that under the old law, 
if a little common sense and horse sense 
had ·been used by the FHA, it could have 
completely, 100 percent, avoided what 
happened. But the FHA simply went 
beyond all reason in its rules and regu-
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lations, and in respect to not placing re
straints upon such persons. 

Mr. LENNON. Mr. President, will the 
senator from Indiana yield further to 
me? 

Mr. CAPEHART. I yield. 
Mr. LENNON. But th~ old. law re

quired submission and certificatiOn of the 
actual cost of the project, before the 
loan was made. 

Mr. CAPEHART. The old law did not 
require it. We amended it in the Wherry 
Act a little later, by writing that pro .. 
vision into the law, in 1951. But the 
prior law did not require it. . 

The original Housing Act authon~ed 
the Feder.al Housing Commission to ex .. 
tend the guaranty of the United f?tates 
Government to mortgages on multifam .. 
ily dwellings-those are the rental prop .. 
erties, including the big thousand-apart .. 
ment building projects and apartment 
buildings having only 2 apartment;s-:-not 
to exceed 90 percent of the Commission .. 
er's estimate of the necessar~ curr~nt 
cost of the completed project, mcludmg 
land. It will be noted that t~e law re .. 
!erred to "the necessary cost. 

In 1947 the 80th Congress tig~t~ned 
up this law by an amendment providmg: 

In estimating necessary current costs 
for the purpose of title VI, the Federal H~us
ing commissioner shall use every feastble 
means to assure that such estimates will ap
proximate as closely as possible the actual 
costs of efficient building operations. 

Under the law I have just read, that. is, 
the law with the 1947 amendment, With 
any sort of efficient administr.atio~ or 
any sort of regulations these situati~ns 
could have been avoided. The FHA sim .. 
ply went wild. The part of the FHA 
that was involved, headed by a man 
named Powell, went out to promote these 
projects. They even conducted schools . 
to educate and show builders how they 
could build these projects without put .. 
ting in any of their own money. We h~ve 
uncovered letters they wrote showmg 
how that could be done. Bad as it was, 
it was not so bad that under the law they 
could get back 90 percent, and it wou~d 
not have been so bad if they got all their 
money back, meaning that once a proj .. 
ect was finished they could get back every 
dollar they put in. In other words, If 
the mortgage was $100,000 and they got 
back all the costs over the mortgage, th£..t 
would not be so bad, that is, if they got_ 
back all their money; but they were n~t 
satisfied with getting back only all their 
money. We have uncovered hundreds of 
cases, and I am sure we will find hun:.. 
dreds more of operators not only get
ting all the'ir money back but, in addi .. 
tion, $10,000, $50,000, $100,000, and, .in 
one instance in New York City, $6 rml .. 
lion, and in another instance $5 million, 
beyond all the costs. 

That is unpardonable and unconscion
able. There was never any occasion for 
that. The FHA people just went wild. 
They went out to promote this business. 
They had what I would call sloppy ad
ministration. If they had used the sim
plest kind of common horse sense these 
things would not have happened under 
existing law. 

Mr. LENNON. Mr. President, will the 
Senator yield? . 

Mr CAPEHART. Iyield. 
Mr: LENNON. The Senator believes it 

was not the fault of the law but the 
fault of the administration of the law? 

Mr. CAPEHART. It was not the fault 
of the law. The law gave them the au .. 
thority and the right to do everything 
that is in this bill, except for the . spell
ing out in the pending bill of some regu
lations, which they should have written 
themselves under the old law. 

For example, the proposed new law 
provides that the FHA shall go ~head 
and estimate the cost and enter mto a 
contract to insure the mortgage for that 
amount, and that when the project is 
finished the builders are to add up all 
the costs, and if the costs are less than 
the total amount of the mortgage-that 
is taking 90 percent. or 80 percent, be .. 
c~us~ , some of the new titles call for 80 
percent-then the overage must be ap .. 
plied immediately to reduce the mort
gage. · 

If the FHA agreed to insure a com .. 
mitment of, let us say, $900,000 on a 
million-dollar project, the guaranty 
would be 90 percent, and if it turned out 
that that project cost only $800,000, then 
immediately the overage would be used 
to reduce the mortgage, and it would be 
immediately reduced by $100,000. The 
builder would have to apply the $100,000 
on the mortgage. The FHA had the right 
to do it under the old law, but did 
not do it. 

Mr. LENNON. Mr. President, will the 
Senator yield further? 

Mr. CAPEHART. I yield. . 
Mr. LENNON. Did the Senator, in the 

hearings, find any evidence of an~ recent 
occurrence of the kind he mentiOns? 

Mr. CAPEHART. We are finding ~o .. 
called mortgaging-out on war housmg 
and on defense housing and under sec
tion 207, and under titles which have to 
do with rental properties. We are find
ing some mortgaging-out on all of them. 

Mr. LENNON. Mr. President, will the 
Senator yield further? 

Mr CAPEHART. I yield. 
Mr: LENNON. Has the Senator dis .. 

covered instances that have occurred 
within the past 18 months? 

Mr. CAPEHART. It is hard to say, 
for the simple reason that we are dealing 
now with projects that were undertaken 
18 months to 2 years ago, which is the 
length of time it takes to build such proj .. 
ects. Therefore, the commitments were 
made probably about 18 months or 2 
years ago, or 15 months ago. It is hard 
to know about it. We will not know 
whether the present administration-if 
that is what the able Senator is driving 
at-is eliminating the practice or not. 
Under existing law, it is possible to do so. 
The ones that we are looking into are 
mortgage commitments that were made 
from 12 to 15 or 18 months ago; indeed, 
as long as 2 years ago. 

Mr LENNON. Mr. President, will the 
Senator yield for a further question? 

Mr. CAPEHART. I yield. ~rst I 
should like to say that, while I will not 
vouch for it, I am hopeful t~at ~he 
administration at the moment IS ellm-

inating the evil practices. However, it 
is impossible to legislate honesty and 
integrity and e:fficiency in Government. 

Mr. LENNON. I did not mean to in
fer by my question that either this ad
ministration or the previous one was to 
blame. 

Mr. CAPEHART. I understand. 
Mr. LENNON. I should like to com

pliment the distinguished chairman of 
the committee, and all the other mem
bers of the committee, on what they are 
doing to prevent what I consider to be a 
national disgrace. 

Mr. CAPEHART. There is no question 
about the fact that it is a national dis
grace. I want to be charitable to the 
people who were running the projects, 
but it is just unbelievable that they did 
not use more common horsesense than 
they did in operating th~se projects. 
There can be no question that Congress 
intended that every man who built one 
of these projects, particularly under sec
tion 608, would put 10 percent of his 
money into the project, and the Govern
ment would guarantee 90 percent of his 
cost. We realize, of course, that in esti
mating the cost in advance it is possible 
to miss the exact amount by from 1 to 4 
percent. We are not so much concern~d 
when they get 100 percent of their money 
back, but when they get 110 percent, 140 
percent, 150 percent, or 160. percent .of 
their money, it is an unconsciOnable sit• 
uation, and should not have been per
mitted to exist or to continue. But it did 
continue. As I say, FHA officials went 
all out. They say the reason they did so 
was in order to get housing. They want
ed to get a lot of rental housing. They 
were promoting. They simply became 
salesmen. The FHA officiaJs and FHA 
employees were promoters. They went 
up and down the land, promoting people 
into the business. For example, they 
allowed a flat 5 percent for architects• 
fees, even though only about a half of 1 
percent would be spent for that purpose. 
Five percent on a million-dollar contract 
is $50,000. FHA would allow them 5 per
cent on so-called builders' fees. In fact, 
in arriving at the amount of the mort
gage, they allowed a 5-percent b~ilders• 
fee even when the man was hiS own 
buiider. Or perhaps it was only 2 pe~
cent. But it can be readily seen that if 
a 5-percent builders• fee and a 5-percent 
architects' fee, which make 10 pe~cent. 
are added to 90 percent, the total IS 100 
percent. If they spent only one-half of 
1 percent on architects' fees, and we~e 
their own builders, they almost had their · 
money back from these p~operties w~th
out investing any of their own c~pital. 
We have not paid much attention to 
that. Practically all of them did that. 
But the ones we are concerned with are 
those who went beyond 100 percent. 
Here is another absolutely unbelievable 
fact: In these projects, it was req~ired 
that a separate corporation be orgaruzed. 
so they would organize a corporation, 
and put up only $1,000, $2,000, $3,000, 
$4,000, or $5,000. Some of them put up 
more but the amounts were always 
smali.. Then the corporation became the 
sponsor and owner of a . big project. 
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I can think of one person in New York 
City who made $6 mill_ion. When the 
committee ran down the $6 million, it 
was found that the investment in the 
corporation was approximately only 
$6,000. At any rate, it was under $10,000. 
It is unbelievable that the Government 
would guarantee a project in which there 
was such a small investment, particu
larly when Congress said the guaranty 
must be 90 percent of the estimated cost, 
or 90 percent of the cost as nearly as it 
could be estimated. 

The builders would say, "We cannot 
l;mild a $6 million pr..oject or a $10 million 
project or a $4 million project with 
$6,000." Of course they could not. But 
then they proceeded to lend themselves 
enough money with which to build the 
project, and the Government had in ad
vance guaranteed or given a commitment 
to guarantee a mortgage when the proj
ect was finished. Then, before they 
started, they went to a bank or a mort
gage company and obtained a commit
ment to buy the mortgage. Then they 
lent themselves money with which to 
build the project. When the project was 
finished, they handed the mortgage to 
the mortgage company which had agreed 
to buy it, because the Federal Govern
ment had guaranteed it at 100 percent. 
They would get a check for all the costs, 
including every penny that went into it, 
and in many instances the costs were 
huge. The biggest one we found was 
for $6 million. Then the promoters 
would pay back the amount of all the 
loans which they had borrowed in order 
to build the project, and when they were 
all finished, they had a little corporation 
with $1,000 or $2,000, and they had a 
mortgage which the Government had 
guaranteed, meaning that if the project 
went sour or did not pay out, the Gov
ernment must take the project back, and 
the only investment they would have be
hind a $5 million mortgage might be 
$1,000 or $2,000. 

Such actions are unconscionable. 
Perhaps the committee should have 
looked into this situation sooner. If any 
blame is to attach, it should attach to 
Congress, because the laws passed by 
Congress permitted such operations. We 
had FHA officials, representatives of the 
industry, and others, appear before our 
committee and tell us that such a thing 
could not happen. If Congress is to 
blame, then we should accept the blame 
for permitting it to go on, because it has 
been in progress for many years. · 

Mr. MA YBANK. Mr. President, will 
the Senator yield? 

Mr. CAPEHART. I yield. 
Mr. MAYBANK. Mr. President, I 

wish to preface my remarks by saying 
that the chairman has been very fair 
in the investigations he has carried on. 
But, in justice to all members of the 
committee, including the distinguished 
ehairman, I think it should be said that 
the only way in which we happened to 
get into the investigation was through 
Ute internal-revenue tax returns. 

The President permitted the distin
guished chairman of the committee and 
me to use the internal-revenue tax re
turns. I think the _ chairman will agree 

with me that during my term of chair- of everyone in the world except the peo
manship and during his .term. also, it pie of the United States of America. 
was the mortgage banker and it was the Mr. MAYBANK. I have never been 
builder who said this condition could not tQ Asi~. _ . . . . 
develop. Mr. LANGER. I was addressmg the 

Mr. CAPEHART. I think· it came Senator from Indiana. I am not say
about partially because the administra- ing that perhaps he was not justified in 
tion officials were conscious of the fact going; but is it not true that the· activi
that something had happened. Then ties of Senators who have traveled 
also, the Internal Revenue Service, in throughout ·the world; 1ooking after 
cooperation with the committee of which Hottentots and everybody else they could 
the Senator from Virginia [Mt. BYRD] find, who needed new shoes or · new 
is a member were considering whether clothes, or needed some of our money, 
a capital-gains tax or a normal tax have resulted in a neglect of the people 
should be paid. of the United States? 

Mr. MAYBANK. We could get no in- Is it not true that the Senator was so 
formation in the committee hearings busy taking care of the needs of the 
that such a thing could happen. world that he could not take care of the 

Mr. CAPEHART. · That is correct. needs of the United States? 
Mr. MAYBANK. Fortunately, many Mr. CAPEHART. I do not think the 

irregularities have been discovered, able Senator from North Dakota intends 
through tax returns. I think the ques- to refer to me personally, does he? 
tion of claiming capital gains, which was Mr. LANGER. I am referring to the 
raised by the Internal Revenue Service, entire membership of the Senate. 
as the Senator states, resulted in the Mr. CAPEHART. The entire mem-
information from which it was possible bership of the Senate. 
to conduct the investigation which has Mr. LANGER. Including myself. 
uncovered the scandals. Mr. CAPEHART. Since the Senator 

Mr. CAPEHART. It has been said includes .himself, I will then say "Amen:• 
that a profit has been made on these Mr. MA YBANK. I am certain the 
loans. It is not a profit; it is a windfall, Senator from Indiana, the Senator from 
because the promoters still own the prop- North Dakota, and I did not vote for the 
erties. The little corporation, with amounts of foreign aid which were rec-

t f ommended, but we always voted to 
$2,000 capital, owes the full amoun ° reduce the amounts. Had it not been 
the mortgage. The amount of the mort-
gage was more than the cost of the build- for the_ alertness and keenness of the 
ing. In many instances dividends were Senator from North Dakota on the night 
paid, and they were paid into their own the housing bill was passed,. when he 
pockets by those making up the cor- had included in it ·a farm housing pro
poration. gram, the bill might not have passed. 

So the Senator from North Dakota cer-
Mr. MA YBANK. The Senator is ab- tainly was looking after the interests of 

solutely correct. But the only way we the farmers on that night. · 
were able to get into the question was Mr. LANGER. Is the distinguished 
through the tax laws. The committee S 
was not negligent. The committee was enator referring to the farm-buildings 

section of the· bill? 
unanimous, on both sides of the aisle, Mr. MAYBANK. Yes. 
in action taken by it. Mr. LANGER. The senior Senator 

Mr. CAPEHART. I am simply making from North Dakota never has voted for 
the point that if there had been good a single dollar of foreign aid. I do not 
laws in effect, the trouble, I am certain, want to have any misunderstanding 
could have been eliminated. about that. I voted against the spend-

Mr. MA YBANK. My judgment is ing of each and every dollar of foreign 
that this has happened because the com- aid. I am proud of it, and the people 
mittee had received testimony on many Qf North Dakota are proud of it, too. 
occasions, not only this year, but last It seemed to me so many Senators 
year and the year before, which indica- were busy trying to take care of people 
ted that nothing like this could happen. all over the world, that by necessity, due 

In my judgment, some smart fellow to a shortage of time, they were unable 
will receive a lot of money, while the to take care of the work which devolved 
Senator from Indiana is concerned with on the committees. I am sure the Sena
foreign relations, housing, and other tor from Indiana and the Senator from 
things, and while I am concerned with South Carolina and some of the rest of 
appropriations, who will find a way to us, if we had been taking care of our 
get around the law. people, would have ended this long ago. 

Mr. LANGER. Mr. President, will the Mr . . CAPEHART. We repeatedly 
Senator yield? spoke against it, as the RECORD will show. 
. Mr. CAPEHART. I yield. .We repeatedly wrote warnings into re· 

Mr. LANGER. In view of the colloquy ports admonishing them, and we re
which has just occurred between the peatedly made inquiries. I would say 
Senator from South Carolina and the 100 percent of the time we were assured 
chairman of the committee, it occurs to it could not happen. Which leads nie to 
me that the principal reason why the say, as I have said as a result of this in
Senators on the committee, during all vestigation on many occasions. that 
these years, did not detect what had from now on, we ought to use our own 
taken place is that they were too busy jUdgment rather than do what some
with other matters. Perhaps they were body else tells us.-· 
in Europe, Asia, and other places, travel- Mr. DOUGLAS ·and Mr. PAYNE ad-
ing throughout the world. taking care _ dressed the Chair. r _:. -- .. · 
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The PRESIDING OFFICER. Does 

the Senator from Indiana yield; and, if 
so, to whom? 

Mr. CAPEHART. I yield first to the 
Senator from Illinois, who has been 
stal\ding 10 minutes trying to ask a 
question. Then I shall yield to the Sen
ator from Maine. 

Mr. DOUGLAS. It is always some
what impolite to say "I told you so,'' and 
I hope the Senator from Indiana will 
pardon me if I indulge in that type of 
comment. The Senator from Indiana. 
has said that the abuses involving sec
tion 608 were entirely due to faults of 
administration, and that Congress could 
not be blamed in the slightest for them. 

Mr. CAPEHART. What I said was 
that the law gave the administration the 
right to eliminate these practices by reg
ulation. I stand on that, and it is a 100-
percent true statement. 

Mr. DOUGLAS. I thank the Senator 
for his comment, but let me continue. 

The Senator from Louisiana [Mr. 
LoNG] and the senior Senator from llii· 
nois for months pointed out the abuses 
under the section 608 program, both in 
committee and on the :floor of the Sen
ate. We did it in 1950, we did it again 
in 1951. There was a very specific issue 
which developed, namely, the question 
of what should be done with the pend
ing applications for section 608 loans. 

As I recall, the act which provided for 
section 608 loans was due to expire on 
March 1. During the month of Febru
ary hundreds of millions of dollars of 
applications for loans were rushed into 
the FHA offices, but not finally approved. 

The question then arose as to what 
should be done with the section 608 loans 
which were pending but were not ap
proved at the time section 608 expired. 

The RECORD will show that the Sen
ator from Louisiana and the senior Sen
ator from Illinois insisted that the cut
off date should be precisely what it was, 
March 1, and that the hundreds of mil
lions of dollars of applications should be 
allowed to lapse. 

The RECORD will show that the Senate 
:floor leader of the Republican Party, 
and other able Senators on the other 
side of the aisle insisted that the pend
ing 608 applications should be passed 
upon. The Senate rejected this move 
on March 15, 1950, by an overwhelming 
majority of 57 to 26. I may say that 
25 of the 26 Senators voting to permit 
more 608 applications, including the 
Senator from Indiana, were sitting on 
the Republican side of the aisle. Had 
their position prevailed, still other wind
fall profits would have been realized. 

The situation, in brief, was this. We 
had a . 608 program. We discovered the 
abuses in it. So we ended it-ended 
it I may add, over the opposition of 25 
~epublicans who wanted to let still more 
608 projects go through. 

Now, 4 years later, we find that a 
great discovery was made. There had 
been abuses under the 608 program. I 
am happy that the Republicans, after 
4 years, finally came to recognize it. 
But please do not blame those of us 

'Who discovered the abuses 4 years ago 
and ended the program because of them. 

I wish to say to the Senator from In
diana; whom I respect very much who 
I think is a fine chairman of our 'com
~ittee, and whom I have very sincerely 
srmply heaped with compliments from 
time to time, cannot entirely wash his 
hands of responsibility for section 608. 

I merely mention that in view of the 
fact that the Senator from Indiana was 
apportioning the blame, and shifting it 
to the administrative agency. 

Mr. CAPEHART. Mr. President
The PRESIDING OFFICER. Let the 

Chair remind the Senator from Indiana 
that he can yield only for a question. 

Mr. CAPEHART. I appreciate that, 
but I was endeavoring to explain the 
conference report. 

¥r. DOUGLAS. Let me ask, is not 
what I have said true? [Laughter.] 

Mr. CAPEHART. I just finished say
ing that in my opinion the law was good 
enough to have avoided all these irregu
larities had the FHA officials properly 
administered it, and used even an ounce 
of good, common horsesense. I said that 
once, I repeat it, and whether there was 
a cutoff date on section 608, or whether 
there was not, and whether there were 
many applications on file when the cut
off date arrived and was extended for a 
few days, makes no difference at all,. be
cause had those responsible administered 
the law correctly and efficiently, there 
would have been no necessity for any of 
the so-called mortgaging abuses. 

Mr. DOUGLAS. Mr. President, is it 
not true that March 1 was the cutoff 
date? Is it not true that there were a 
half billion dollars of applications pend
ing? Is it not true that the Senator from 
Louisiana, the Senator from Illinois and 
others discovered the abuses and kept 
them from continuing? Is it not true 
that the then minority leader, the late 
Senator Wherry, sitting at the desk now 
temporarily occupied by the senior Sen
ator from Connecticut [Mr. BusH], in
sisted that the unprocessed applications 
should be allowed to go through? 

Mr. CAPEHART. It is true; but I do 
not see that it has any bearing one way 
or the other as to whether the law was 
sufficient. I repeat--and I do not believe 
anyone can successfully contradict my 
statement--that the law was good 
enough to hav.e avoided what happened 
had those administering the law issued 
the right kind of regulations. I stand 
on that, and I do not believe there is any 
question but that it is true. 

Mr. Powell was the administrator or 
the law. The law containing section 608 
was passed in 1940. It was permitted to 
expire in 1950. Mr. Powell administered 
it. He was the top man who adminis
tered the law, and I cannot help feeling 
that there must have been something 
wrong somewhere, because he is the same 
Mr. Powell who twice has come before 
our committee and refused to testify, un
der the protection of the fifth amend
ment. I do not know why he has done 
that, but he has on two occasions. He 
is the same Mr. Powell who -was the 
Deputy Commissioner in charge of rental 

properties, in ·charge of each and every 
one of these I?rojects we are discussing. 

If we h~ve any responsibility, in my 
opinion, it is the responsibility of being 
factual. The disclosures have come 
purely about from our investigations. I 
would not say that if I did not think we 
were factual. 

The law was good enough as it was, but 
if we can be criticized in the Congress it 
is because we · did not investigate this 
whole business 2 years, 4 years, or 6 years 
ago. 

I will say to the world, though I par
ticularly wish the Members of Congress 
and the Senate to listen, that the situa
tion which has been uncovered is the best 
proof in the world that the Congress 
the House and the Senate, ought to in~ 
vestigate the executive branch of the 
Government from time ·to time. Had 
we investigated FHA in 1953, 1952, 1951, 
1950, or 1948, we would have found out 
what was going on and would have put 
a stop to it. 

Mr. P ~ YNE. Mr. President, will the 
Senator yield? 

Mr. CAPEHART. I yield to the Sen
ator from Maine. 

Mr. PAYNE. Is it not true in 1947 
there was a very substantial amendment 
made to this law, to tighten up its pro
visions and to see to it that defects were 
corrected? In effect the provisions did 
not spell out the cost; am I · correct in 
that? 

Mr. CAPEHART. Let me read it. 
Mr. PAYNE. The law did spell out 

that the figures they were to use in de
termining the 90 percent were to be 
based upon that which could be con
strued as being efficient construction 
~hich would result in affecting the actuai 
·cost when it came to the final analysis. 

Mr. CAPEHART. Let me read the ex
act language: 

In estimating necessary current costs for 
the purpose of title VI, the Federal Housing 
Commission shall use every feasible means 
to assure that such estimates will approxi
mate as closely as possible the actual costs 
of efficient building operations. 

That was passed in 1947. 
Mr. PAYNE. Mr. President, will the 

Senator yield further? 
Mr. CAPEHART. · I yield to the Sen.;o 

ator from Maine. 
Mr. PAYNE. May I ask. whose duty 

and responsibility it was to see that the 
provisions of .that law were lived up to? 

Mr. CAPEHART. Of course, it was 
the responsibility of those administering 
the law. 

Mr. PAYNE. May I ask whether or 
not the counsel, the head of the legal 
branch of that agency, appeared before 
the committee and under questioning 
absolutely refused to state· whether or 
not he had so interpreted that law as to 
prevent the occurrence of anything such 
as did occur? 

Mr. CAPEHART. That is correct. · 
Mr. PAYNE. Did the counsel say he 

ever had passed on to any members of the 
administration of that agency the ruling 
as to what that law was? 

Mr. CAPEHART. · If I recall correctly_ , 
he could not remember. · 
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Mr. PAYNE. In -other words; practi .. 
cally speaking, they refused to admin· 
ister that which the Congress had writ .. 
ten into law to protect the interests of 
the people? 

Mr. CAPEHART. Senators, we can 
argue this question until 12 o'clock to
night and longer, but I again say that 
to date our investigation proves that 
FHA officials deliberately promoted this 
whole business. They sold builders on 
the idea that they could proceed with 
a project without putting any of their 
money into it. That would not have 
been so bad, if the builders had been sat .. 
isfied with 100.percent, but in promoting 
them into building these projects on the 
basis they would not have to put any of 
their money in, many of the builders 
made windfalls of tremendous sums. 

Mr. FREAR. Mr. President, will the 
Senator yield? 

The PRESIDING OFFICER. Does 
the Senator from Indiana yield to the 
Senator from Delaware? 

Mr. CAPEHART. I yield, first, to the 
Senator from illinois, and then to the 
Senator from Delaware. 

Mr. DOUGLAS. Prefatory to a ques
tion, Mr. President, may I say, of course, 
I make no apologies for the administra
tion of FHA. I have long believed it was 
inefficiently administered, and I have 
long believed that it was dominated by 
the builders, by the real-estate-financing 
groups, and by real-estate operators and 
agencies. I have so charged. 

The faults in that administration are 
largely faults of what is termed "the 
industry"-an industry which, I may say, 
was extremely hostile to my party and 
to the Democratic administration as a. 
whole. · 

However, on the nature of the law 
itself, if the law were satisfactory, why 
was it that finally, after a great struggle. 
the Senator from Louisiana and the Sen
ator from Illinois were successful in 1951 
in writing into the defense housing bill 
of 1951 the anti-mortgaging-out provi
sion to prevent windfall profits by requir
ing a certificate of costs? I can well 
remember the anguished shrieks which 
went up from the other side of the aisle 
wh;;n we insisted upon the certification 
of costs. 
• Finally we got it through. If the 1947 
law were such a perfect law, why was it 
that the law needed a certification of 
cost provision in order to tighten up this 
procedure? The Senator from Louisiana 
and-if I may be forgiven for saying so
the Senator from Illinois tightened it up. 

Mr. CAPEHART. I think the best an
swer to that is that we came to the con
clusion we could not expect these fellows 
to do the right thing on their own initia· 
tive, and it had to be done for them. I 
think that is possibly the answer. Let 
me say that the Housing Administrator 
himself opposed the very amendment the 
able Senator is talking about. 

While what the Senator from Dlinois 
says may well be factual-! do not know 
about who did or did not oppose what
I think the Senator is being just a little 
bit political about it. During all that pe~ 
riod I think the Senator and everybody 
else who had the responsibility for the 

program knows that -there was no ques .. 
tion about who had responsibility for 
the Government. There was no question 
about who appointed Mr. Powell and the 
other officials of FHA. 

Mr. DOUGLAS. I always admire the 
nonpolitical way in which the Senator 
from Indiana introduces politics. 

Mr. CAPEHART. I will assure the 
Senator every time the Senator from 
Indiana is needled, as he has been, he 
will respond. 

Mr. FREAR. Mr. President--
The PRESIDING OFFICER. Does the 

Senator from Indiana yield to the Sen
ator from Delaware? 

Mr. CAPEHART. I yield to the able 
Senator from Delaware. 

Mr. FREAR. I desire to ask the amia
ble chairman of the committee a ques
tion, but before doing so I should like 
to make a one-sentence statement: I 
hold no brief for the malfunction of 
the administration nor the beneficiaries 
of windfalls. The question is: What was 
the primary objective of the housing law 
and the FHA, in the Senator's opinion? 

Mr. CAPEHART. Is the Senator re
ferring to section 608? 

Mr. FREAR. To the law of which 
section 608 is a part. 

Mr. CAPEHART. I think the purpose 
of FHA was to enable the Federal Gov
ernment to guarantee mortgages ob
tained for building either individual 
houses or rental houses, large houses or 
small houses. 

Mr. FREAR. Perhaps my question was 
not. very clear. 

Mr. CAPEHART. ·The purpose, of 
course, was to provide houses. 

Mr. FREAR. Yes. That is, at least, 
what the Senator from Delaware thought 
was the objective of all the housing laws. 

Mr. CAPEHART. Certainly, 
Mr. FREAR. To provide housing for 

the American people. 
Certainly the Senator from Indiana 

knows that the Senator from Delaware 
feels, as does the Senator from Indiana, 
that those who received windfalls re
ceived them perhaps not without con
formity to the law, but no doubt unethi
cal practices were used. The Senator 
has referred, I believe, even of schools 
to prepare certain persons to make 
applications for loans for housing, and 
a pretty good job of educating them was 
done. 

Does the Senator feel, as many per .. 
sons do, that even though the Admin
istration was to blame for many of the 
things which happened, it also took 
two-individuals, companies, parties, or 
corporations and the FHA-to make a 
contract, so that those who received the 
windfalls deserve to have some of the 
blame on their shoulders. 

Mr. CAPEHART. There is no ques
tion about it, because the industry in my 
opinion knew what was going on. The 
testimony before our committee had been 
that it was not going on, that it could 
not happen, and therefore we ought to 
leave everything as it was. 

It appears that it has been one big 
grand promotion on the part of the FHA 
and, in many instances, the industry~ 

I do · not want to condemn all of them, 
, because that is not true of all of them. 

Mr. FREAR. I do not think the Sen
ator has condemned the entire Admin
istration, either. 

Mr. CAPEHART. I have not con
demned the entire Administration, but 
I have condemned those who prepared 
the policies and wrote the rules and reg
ulations, who were in a position to 
change the rules and regulations and to 
change policy. The high-up manage-· 
mentis what I am talking about. I am 
not ,alking about the thousands of work
ers in FHA, the employees, the men and 
women who are honest and faithful and 
good workers, but who were not in a 
position to change any rules and regula
tions or policies if they had wanted to. 
They might have known the thing was 
wrong, but they could not do anything 
about it. I am not condemning those 
persons. I am condemning those who 
were in a position to make the rules and 
regulations and who did not make themr 

Those who were in a position to make 
the rules and regulations but did not do 
so deserve to be condemned, in my opin
ion, because they could not help but 
know what was going on, as the able 
Senator from Virginia [Mr. BYRD] has 
said on a number of occasions. I am a 
little irked at this whole thing, because 
I feel in some respects they have pulled 
the wool over my eyes. I do not like to 
have the wool pulled over my eyes. I 
feel they pulled the wool over the eyes 
of the committee and the Congress. One 
reason why I am irked is that it ought 
not to have been permitted, in view of 
the fact that it was so wrong. We can 
well understand how it was possible to 
receive 100 percent. We certainly can
not understand how it was possible to 
get more than 100 percent. 

As I said previously in computing ac
tual cost, land value could not exceed 
the FHA Commissioner's estimate of its 
fair market value before construction or 
improvements. Moreover, actual cost 
could not include kickbacks, rebates, or 
trade discounts received in connection 
with construction or improvements. 

The conferees essentially retained this 
provision of the Senate bill, but made 
clear that a reasonable allowance for 
builder's profit may be included as part 
of the actual cost if the builder is also 
the mortgagor and wishes to leave his 
profit in the corporation as equity. 

It would not have been so wrong, if 
they had made a mistake in the esti
mates and had constructed the building 
for $1 million less, if they had reduced 
the ·mortgage at that point, or had left 
the $1 million in the corporation in the 
form of equity until such time as the 
mortgage had been paid off and the Gov
ernment no longer had a liability. 

The cost certificate will be required for 
all multi-family housing which shall be 
insured under the National Housing Act 
after approval of this bill. 

BUILDER'S WARRANTY 

In an effort to prevent shoddy con
struction, section 801 of the Senate bill 
would have authorized the Federal Hous
ing Commissioner and the Administra
tor of Veterans' Affairs to require in 
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connection with 1· to 4-family -heuses . 
that the seller or builder, or other per
son named by the Commissioner or the 
Administrator, deliver to the purchaset"' 
a certificate that the dwelling is con
structed . in conformity with plans and 
specifications. 

The House bill, in a similar provision, . 
required a warranty that 1- and 2-
family dwellings were constructed in 
substantial conformity with plans and 
specifications. The conferees accepted. 
the-language of the House bill, but made 
it applicable to 1- ·to 4-family residences. 

This warranty will be required for all 
new-sale housing under FHA and VA 
programs. It is expected the FHA and 
VA will require the person giving the 
warranty to make such agreement or 
take such action as is necessary under 
applicable State law to obligate the giver 
of the warranty to the purchaser of the 
dwelling. · 

FHA APPRAISAL 

As a further means of protecting the 
home buyer, section 126 of the Senate bill 
would add a new section 226 to the 
National Housing Act directing the FHA 
Commissioner to require that for new 
FHA-insured 1-· and 2-family dwellings 
the seller or builder or other person des
ignated by the Commissioner must agree 
to deliver to the purchaser-occupant of 
the property a written statement giving 
the appraised value as determined by 
FHA. This statement must be delivered 
before the property is· sold. That is part 
of the law. The House bill had no simi
iar provision, but the conferees retained 
this new section in the bill, extending· 
it to existing liousing. 

OTHER SAFEGUARDING AMENDMENTS 

As passed by the Senate, sections 914 
through 920 of the bill were amendments 
offered on the floor by the senior Senator 
from Virginia. These all had as their 
purpose the tightening up of administra
tion of the Federal housing programs. 
In substance, all these.amendments were 
retained by the conferees with the ex
ception of those passed as sections 914 
and 915 of the Senate bill. 

Section .914 would have required each 
prospective lender under the National 
Housing Act to certify that on the basis 
of its own appraisal it believed the pro-· 
posed loan to be sound. In the case of 
home improvement loans under Title I 
of the National Housing Act, the lender 
would have to certify that before mak-· 
ing the loan it would make an inde
pendent determination that the loan is 
sound. 
- Considerable opposition ·to this 
amendment was expressed by lenders; 
and it was indicated that, if retained in 
the bill, the provision would seriously 
decrease lender participation in FHA 
programs due to inadequate personnel 
to inspect each loan, and the fear on the 
part of lenders that the insurance would 
not be paid in event of default if the 
lender had certified that he believed the 
loan to be sound and it turned out to be 
unsound. 

In addition, the share-the-risk amend
ment adopted was felt adequate to. make 
the lende;rs more selective in their loans 
under title I of the National Housing Act. 

c-777 

In view of these considerations, the Sen- . 
ate conferee~ found it necessary to re- 
cede to the House and deleted this pro- . 
vision from the bill. 

Section 915 of the bill as passed by 
the Senate would have required that 
rents or sales prices on property insured 
by FHA be fixed in the light of actual. 
cost as a factor. 

In view of the various criteria used in 
determining the maximum amount of an 
insurable mortgage, and in view of the 
danger of the incentive the provision. 
might give to padding costs, and con
versely, penalizing the efficient builder. 
the section was opposed in conferenee. · 
It was also believed that the cost cer
tification amendment adopted by the 
conferees would give FHA a sound and 
adequate basis for determining rentals 
on a fair basis. The Senate conferees 
found it necessary to recede to the House 
on this amendment. 

As previously noted, section 919 of the 
Senate bill, dealing with false repre
sentation as a crime, has been rephrased 
and included in section 131 of the con
ference bill. 

Section 916 of the Senate bill would 
have required the -keeping of proper rec
ords by everyone, including subcontrac
tors, small builders of individual homes, 
institutions insured by the Federal sav
ings and loan insurance corporations, in
surance companies, banks and mortgage 
companies participating in the FNMA 
program, and any other program under 
the National Housing Act, as amended, 
or the Housing Act of 1949, as amended. 

The conference substitute, section 814, 
achieves the objectives sought by the 
senior Senator from Virginia [Mr. 
BYRD], namely, to require proper record 
keeping so as .to enable an adequate. 
audit and determination of all costs, and 
the use of the loans and grants made, as 
well as for multifamily housing projects. 

Section 917 of the Senate bill would 
have required applicants for Federal as
sistance under FHA, PHA, or slum-clear
ance projects, to submit full specifica
tions with respect to construction or ac
quisition of land, together with itemized 
costs. 

This section was retained in amended 
form, section 815 of the conference bill. 
It requires that specifications be sub
mitted for construction prior to the au
thorization for the ·award of the con
struction contract with respect to loans, 
grants, or contributions for public hous
ing and slum clearance. 

Section 918 of the Senate bill would 
have given FHA and the Comptroller 
General access to boQks and records of· 
local public housing agencies and their
contractors or subcontractors, pertinent 
to OPerations under the United States 
Housing Act of 1937. This provision was 
substantially retained as section 816 of 
the conference bill. 

Section 920 of the Senate bill would 
have required HHFA, in its annual re
port to the Congress, to set forth de
tailed information -on each housing and 
slum-clearance -project, except projects 
involving 1-to-4 family dwellings. 

This provision was retained in amend-_ 
ed form.. by the conferees, and now ap
pears as section 817 of the. conference 

bill. It· will :require the annual report to 
contain pertin~nt information with re
spect to all projects involving any loan, 
contribution, or grant from HHFA, and 
pertinent information concerning build
ers' cost certification to be required by 
the proposed new section 227 of the Na
tional Housing Act. 

If is the expectation of the conferees
that all the foregoing amendments will 
serve to improve the operation of the 
several Federal housing programs under 
the jurisdiction of HHF A or its constit
uent agencies, and make them less liable 
to abuse. 

At this point in my remarks, I ask. 
UJ:lanimous consent to have printed in 
the RECORD a brief summary of the ac
tion of the. conferees. 

There being no objection, the sum
mary was ordered to be printed in the 
RECORD, as follows: 

BRIEF SUMMARY OF ACTION OF CONFEREES 

TITLE I OF BILL, FHA IMPROVEMENT AND REPAIR 
LOANS UN-DER TITLE I OF NATIONAL HOUSING 
ACT 

1. Existing terms and maturities con
tinued. 

(a) Maximum amount of loans for home 
repair is $2,500 with maximum maturity of 
3 years and 32 days. 

(b) Maximum amount of loans for im-
provement of multifamily dwellings is $10,-
000 with a maximum maturity of 7 · years, 
32 days. 
. 2. Coinsurance: Maximum insurance to 
lender to be 90 percent of loss on each in
dividual loan. 

3. Limits types of loans to improvements 
which substantially protect or improve the 
basic livability or utility of property. 

4. Limits granting of insurance to super
vised lenders approved by FHA, and to such 
other lenders as (on the basis of their credit 
and experience or facilities for this type of 
loan) FHA approves. 

5. Prevents use of improvement loans on 
new homes until completed and occupiea 
for 6 months. 

6. Prevents multiple title I loans ·on the 
same structure from exceeding in the ag-· 
gregate the maximum statutory dollar limi
tation for the type of-loan. 

Section 203, National Housing Act, sales 
housing 

1. New housing: Provides a maximum 
ratio of loan-to-value of 95 percent of the 
:first $9,000 of value plus 75 percent of the 
excess over $9,000 and authorizes the Presi
dent to increase the $9,000 up to $10,000 if 
he determines it to be in the public interest. 

2. Existing housing: Provides a loan-to
value ratio of 90 percent of the :first $9,000 
plus 75 percent of the excess over $9,000 with 
authority for the Presider:.t to increase the 
$9,000 up to $10,000. 

3. For both new and existing housing, the 
maximum loans on 1- or 2-family residences 
are $20,000; on 3-family rt::sidences are 
$27,500; and on 4-fam.ily residences are 
$35,000. . 
. 4. Provides a maximum mortgage matu
rity of 30 years cin new houses; and a maxi
mum of 30 years or three-fourths the ltie 
of the house, whichever is less, for existing 
structures. 

5. Provides for insurance of mortgages on 
housing located in suburbs and outlying 
area<> not to exceed a maximum mortgage 
of $6,650 and not in excess of 95 percent of 
the appraised value-provides that this type 
of insurance can be made available to an 
owner-occupant mortgagor regardless of his' 
credit. standing, upon · the guaranty of an
other person or corporation with cred.i~ . 
standing satisfactory to FHA. 
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6. Provides for the Insurance of mort
.gages for farmhouses located on 5 or more 
acres adjacent to a public highway and a 
maximum mortgag-9 of $6,650 and not in ex
cess of 95 percent of the appraised value. 
Section 213, National Housing Act, coopera-

t ive housing 
1. Provides for a maximum mortgage 

amount of $25 million per project. 
2. Sets 65 percent as the number of veter

ans necessary to qualify a project for the 
higher mortgage and higher loan-to-value 
ratio provisions. 

3. The conference deleted the Senate 
amendment to increase the per room mort
gage limitations by $1,000 in areas where the 
cost levels so required. 

Section 220, National Housing Act, urban 
renewal 

1. Provides that before the Insurance un
der this program ·can become op~rative, the 
HHFA Administrator is required to certijy 
that he finds-

(1) That the governing body of the local
tty has approved a redevelopment or re
newal plan. 

(2) That such plan conforms to the gen
eral plan for the development of the locality 
as a whole. 

(3) That necessary legal authority and 
financial capacity exist to carry out such 
plan. 

2. Provides that the maximum mortgage 
amount for units in excess of 4 is $7,000 per 
unit. 

2. Provides that the maximum mortgage 
amounts may be increased not to exceed 
$1,000 per room for multifamily rental proj
ects in high-cost areas. 
Section 221, Nati onal Housing Act, relocation 

housing tor displaced persons 
1. ·The Housing and Home Finance Admin

Istrator determines the number of section 
221 units needed and so certifies to the FHA 
Commissioner. 

2. Provides that the mortgage cannot ex
ceed 95 percent of the appraised value on 
new homes and 90 percent on existing homes 
(except when the mortgagor is nonprofit or 
governmental agency in which case the loan 
may be for 95 percent on either new or 
existing housing). 

3. Mortgage maturity of 30 years or three
fourths of the economic life of the structure, 
whichever is lesser. 
Section 222, National Housing Act, mortgage 

insurance tor servicemen 
1. Permits servicemen and members of the 

UniteC:. States Coast Guard to obtain 95 per
cent guaranteed FHA loan with a maximum 
mortgage amount of $17,100. The FHA pre
mium would be payable by the Secretary of 
Defense or the Secretary of Treasury as the 
case may be. 

2. Permits a serviceman to obtain bene
fits under this section without affecting his 
eligibility for home-loan benefits under the 
Servicemen's Readjustment Act of 1944. 
Section 223, National Housing Act, miscella-

neous housing insurance 
1. Permits 95-percent mortgages to finance 

the sale of Government-owned housing to 
cooperatives composed of 65 percent veterans. 
Section 224, National Housing Act, debenture 

interest rate 
1. Provides that the interest rate on FHA 

debentures relating to mortgages hereafter 
issued shall bear interest at the rate in effect 
at the time the mortgage is insured, as es
tablished by the FHA Commissioner with the 
approval of the Secretary of the Treasury. 

2. Special debentures under section 221 
are excluded from this provision. 
.Section 225, National Housing Act, open-end 

mortgages 
1. Restricts items eligible for .insured ad

vances on "open-end" mortgages to those 

which would substantially protect or im
prove the basic livability or utlllty of the 
property. 

2. The amount of the advance when added 
to the unpaid amount of the mortgage can
not exceed the original principal obligation, 
unless the mortgagor certifies that the pro
ceeds of the advance are to be used to finance 
the construction of additional rooms or 
other enclosed space as part of the dwelling: 

Section 226, National Housing Act, FHA 
appraisal for home buyers 

The conference committee included exist
ing homes as well as new houses in the re
quirement that the builder or· seller of a 
1- or 2-family residence make available to 
the purchaser a statement of the l''HA ap
praised value. 

Section 227, National Housing Act, builder' s 
. cost certification 

This provision would require the builder 
to certify that the approved percentage of 
the actual cost (1. e., 80 percent under sec. 
207, 90 percent or 95 percent under sec. 213, 
90 percent ·under sec. 220, etc.) equaled or 
exceeded the proceeds of the mortgage loan 
or the amount by which the proceeds ex
ceeded such approved percentage and to 
apply the amount of such excess to the re
duction of the mortgage loan. 

The cost certification was amended in con
ference to make it clear that a reasonable 
allowance for builder's profits may be in
cluded as part of the actual cost of a project 
in the case where the builder is also the 
mortgagor and desires to leave his profit in 
the corporation as equity. 

Defense Housing 
Section 129 of the conference bill extends 

title IX and title III of the Defense Housing 
and Community Facilities and Services Act 
of 1951 for Federal aid in the provision of 
defense houslng and community facilities 
and services in critical defense housing areas. 

Prohibiti on against hotel use 
Section 132 of the conference bill adds a 

new section 513 to the National Housing Act 
prohibiting use of FHA-insured housing for 
hotel or transient purposes, except upon 
prior written authorization from FHA or 
prior usage in resort areas, as outlined in 
the conference bill. It provides adminis
trative and judicial means of enforcing the 
provision. 

TITLE ll OF BILL, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 

Section 201 of the bill-
1. Recharters FNMA as constituent agen

cy of HHFA, with HHFA Administrator as 
Chairman of Board of Directors of five Gov
ernment members. 

2. Authorized to purchase FHA and VA 
mortgages or participations not to exceed 
$15,000 per family unit. 

3. In effect, capital and surplus of exist
ing FNMA would be used to capitalize new 
FNMA (estimate at $70 million). 

In connection with the secondary mort
gage facility (see 4) capital contributions of 
not less than 3 percent of the mortgage or 
participation amount would be required of 
all sellers to the Association. In return com
mon stock would be issued to the sellers, in
stead of the nonrefundable convertible cer
tificates provided in the House bill, and divi
dends could be paid on them while the 
Treasury is still a preferred stockholder not 
in excess of the rate paid to the Treasury, 
and not tor-exceed 5 percent a.fter the Treas
ury's investment is fully paid off. 

4. Establishes a new secondary mortgage 
market facility-

(a) To purchase eligible mortgages at 
prices (not above par) for particular classes 
of mortgages as determined by Board of Di
rectors. Volume of purchases and sales, 
prices, charges, and tees would be detei:• 

mined with the view that excessive use ot 
the Association's facilities should. be avoided. 

(b) To issue Association nonguaranteed 
obligations, not in excess of 10 times its capi
tal, surplus, reserves, and undistributed 
earnings to carry out its secondary market 
operations. 

(c) The Secretary of Treasury is author
ized to invest in such obligations up to $500 
million, plus an amount equal to reduction 
in FNMA present portfolio, but not more 
th~n $1 billion, until Treasury stock in As• 
sociation is retired. 

5. Provides special assistance functions. 
(a) President could authorize advance 

commitments and purchases of mortgages of 
various types and classifications as a sup
port for special housing programs or to re
tard a serious market decline, including 
housing in Guam, military, and disaster 
housing. 

(b) Treasury would supply funds in re
turn for obligations of not more than 5 years' 
maturity. 

(c) President could authorize not more 
than $200 million in purchases and commit
ments to be outstanding at any one time, 
but would have additional authority up to 
$100 million to enter commitments for mort
gage participation agreements for a fixed 20 
percent undivided interest in each mortgage, 
but with a deferred participation agreement 
to purchase the remainder in the event of 
default. 

6. Liquidation of existing FNMA portfolio. 
(a) Issue to public nonguaranteed obliga

tions against its assets. The funds so ob
tained would be used to reduce existing 
Treasury's investment. 

(b) Treasury authorized to purchase Asso
ciation's obligations in sumcient amount to 
carry out Association's liquidation functions. 
Such obligations would have maturities of 
5 years or less and the interest rate would 
be based on the average rate of outstanding 
Government obligations. 

(c) Three hundred million dollars of the 
present authorization of FNMA for mortgage 
purchases would be made available for the 
special assistance program. (See 5.) 

7. Separate accountability would be main
tained for the (a) secondary market opera
tions, (b) special assistance functions, and 
(c) management and liquidating functions 
of the rechartered FNMA. 

TITLE VI OF THE BILL, VOLUNTARY HOME MORT• 
GAGE CREDIT PROGRAM 

This program is discussed at this point 
because of its relationship to and similarity 
of purpose with FNMA. 

Section 601 of bill: A new voluntary home 
mortgage credit program would be estab
lished, under which representatives of vari
ous types of financial institutions, builders, 
and the Government in an organized man
ner would cooperate, in facilitating the flow 
of mortgage credit for Government-insured 
and guaranteed loans into remote areas and 
small communities. This title contained in 
both the House and Senate bills with minor 
differences. It was adopted by the conferees 
with minor amendments. 

TITLE m OF BILL, SLUM CLEARANCE AND 
URBAN RENEWAL 

Section 301 of the bill provides assistance 
to communities in clearing slums and assists 
in prevention of development of new slums 
by rehabilitation and improvement of 
blighted, deteriorated, and deteriorating 
areas. 

The Senate provisions were adopted with 
amendments excluding from "local grants
in-aid" those revenue-producing public utili
tl.es where the capital cost is wholly financed 
with local bonds or obligations payable solely 
out of revenues derived from service charges. 
The ·exclusion also covers public facilities 
financed by special assess~ents against land. 
in the project area. 
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After much discussion, in recognition of 

objections to redevelopment made by home
owners in the areas in question, and with a 
view to further studying this problem next 
session; the Senate conferees receded to the 
House · conferees on the redevelopment of 
Barry Farms and Marshall Heights, D. C. 
The conference action continues in effect 
the Testrtction against such · redevelopment 
in these specified areas. 

TITLE IV OF BILL, LOW-RENT PUBLIC HOUSING 

The House bill contained no -provision for 
additional public housing and would have, 
in effect, terminated the public housing pro
gram after the completion of the approxi
mately '33,000 units still authorized under 
existing law. 

The Senate bill provided for 140,000 public 
housing units limited to 35,000 units per year 
spread over a 4-year period (fiscal years 1955, 
1956, 1957, and 1958). The House conferees 
were insistent that the Senate provision was 
unacceptable to the House, and finally the 
following compromise was adopted: 

The Public Housing Administration is au
thorized to· enter into new contracts during 
the fiscal year 1955 for loans and annual 
contributions with respect to not more than 
35,000 additional public housing· units. 

These projects are limited to: 
(a) low-rent housing projects undertaken 

in cominunities where a slum clearance and 
urban rede-velopment or urban renewal proj
ect is being carried out with assistance under 
title I of the Housing Act of 1949, as 
amended; and 

(b) only if the local governing body of 
the community undertaking the project cer
tifies that the- low-rent housing project is 
needed to assist In meeting . the relocation 
requirements of section 105 (c) of that act 
by providing housing for persons displaced 
by the slum-clearance operations; and 

(c) the number of units in low-rent proj
ects covered by new contracts shall not ex
ceed the number of units which the Admin
istrator determines are needed for the relo
cation of families displaced as a result of 
Federal, State; or local governmental action 
1n the community. 

TITLE V OF BILL, HOME LOAN BANK BOARD 

1. The provision for servi~e of process 
against the Home Loan Bank Board was 
amended in conference by deleting the lan
guage making this provision inapplicable 
to any pending suit. 

2. The conference agreed that when the 
Home Loan Bank Board commences action 
to terminate the insurance of an institu
tion insured by the Federal Savings and 
Loan Corpol:ation. the local ·supervisory au
thority should be given an opportunity to 
attempt to correct an unsound or unsafe 
practice before final action is taken by the 
Board. Existing accounts continue insured 
for 2 years after termination of the institu-
tion's insured status. ' 

'l'ITLE VII OF BILL, RESERVE OF PLANNED PUBLIC 

W<?RKS 

The conference· committee adopted the 
Senate provision on section 702 ot the bill, 
requiring a separate planning account for 
local and Federal funds advanced for pub
lic works planning. 

It also included an amendment author
Izing 1 i>ercent of the $10 million app:ro
priated under 702 (e) to be used for the 
purpose of surveying the status and the 
amount of volume of advanced public works. 
'l'ITLE vm OF SENATE BILL, SMOKE ELIMINATION 

AND AIR PDLLUTION PREVENTION 

This title was deJeted from the bill by the 
conference conunittee. 

TITLE' VIII OF CONFERENCE BILL, MISCELLANEOUS 
PROVISIONS 

Section 801 of conference bill, builder's 
warranty 

The conference committee adopted the 
House language requiring a "warranty" of 
"substantial conformity" with the plans and 
specifications in place of the Senate language 
requiring - a "certificate" of "conformity" 
with the plans and specifications. In t:ne 
House bill this provision only applied to 
1- and 2-family structures. The Senate pro
vision applying to 1- to 4-family units is in 
the conference bill. 

Section 802 of bill, consolidated report by 
. HHFA 

The conference adopted the House provi
sion consolidating all the reports on the 
various operations of the Housing Agency 
into one annual report by the Housing Ad
ministrator to be in-ade to the President for 
submission to Congress. _ 

Section, 803 of Senate bill, direct loans to 
veterans 

The provision for the continuance of the 
veterans direct home loan program was 
taken out of the bill and will be handled 
in another separate bill, H. R. 8152, already 
reported by the Banking and CUrrency Com
mittee to the floor and on the Senate Cal
endar. 

Section 804 of bill, public-agency loans 
Adopted Senate provision naming HHFA to 

handle the $50 million revolving-fund pro
gram, but changed the appropriation of $50 
million to an authorization and extended 
the program to June 30, 1956, instead of 1957 
as the Senate bill would have provided. This 
provision was also amended to let the revolv
ing fund be used for administrative as well 
as operating expenses. The House conferees 
were of the opinion that an appropriation 
rather than an authorization would be sub
ject to a point of order. 

Section 805 of the conference bill permits 
disposal of certain Lanham Act housing in 
California. It also allows disposal of per
manent war housing outside veterans' pre!
erence provisions but only in recognition of 
the fact that they are not really applicable 
in the ·limited circumstances mentioned in 
the section. 

Section 806 of bill, sale of temporary housing 
under Defense Housing Act of 1951 

The Senate version permitted sale of such 
housing to the highest bidder, when it is no 
longer needed for defense purposes. Con
ferees included a provision allowing a rejec
tion of any bid for less than two-thirds of 
the appraised value of the housing being of
fered for sale. 

Section 808 of the bill continued the Sen
ate provision allowing the Federal Govern
ment to pay insurance proc~eds to a local 
educational agency which has paid the pre
miums of such insurance on property being 
obtained even though actual transfer of title 
of the property to the local agency has not 
been completed. 

The conferees added a provision relating to 
the rate. of interest on loans to colleges for 
student and faculty housing. Under the 
new provision the rate is fixed at the date 
of appraval of the loan by the Housing and 
Home Finance Administrator rather than the 
date upon which the loan is made. 

Section 809 of the bill continues Senate 
provisions -allowing the transfer at fair mar
ket value to the University of California of· 
Kenyon Crest Homes in Riverside, Calif. The 
conferees also added to the section provi
sions to allow similar transfers at fidr mar
ket value to the University of South Caro
lina of 74 housing units at University Ter
race, Columb.ia, S. C.; and transfer without 
monetary consideration to the Housing Au-. 

thorlty o! St. Louis County, Mo., of 156 
housing units in a public-bousing project. 
· Section 810 ot the conference bill con.:. 

tinues the Senate provision allowing trans
fer at fair market value of 2 housing proj
ects in Connecticut, totaling 255 units, to 
the Housing Authority of Wethersfield, 
Conn., with a requirement of full payment 
within 30 years with interest on the unpaid 
balance not to exceed 5 percent per annum. 

Section 812 of the bill extends the direct 
farm-loan program contained in title V of 
the Housing Act of 1949. by authorizing ad
ditional funds for that purpose. 

Section 814 to section 817 of the confer
ence bill cover amendments offered in the 
Senate by the senior Senator from Virginia. 
With some amendatory language, these pro
visions are retained in the conference bill. 

Section 814 covers the keeping of adequate 
records by beneficiaries of certain Federal 
housing programs. Section 815 requires 
timely submission of specifications and land 
acquisition information. Section 816 gives 
PHA and the Comptroller General access to 
Public Housing Agency rec.ords. Section 817 
specifies information to be included in the · 
annual report made by HHFA to the Con- . 
gress. 

Mr. KUCHEL. Mr. President, will the 
Senator from Indiana yield? 

The PRESIDING OFFICER <Mr. 
BEALL in the chair). Does the Senator 
from Indiana yield to the Senator from 
California? 

Mr. CAPEHART. I yield. 
Mr. KUCHEL. I ask this question as 

a member of the Senate Committee on 
Interior and Insular Affairs, and now 
as chairman of the Subcommittee on In
sular Affairs: Apparently the Senate ver
sion of the housing bill included in sec
tion 202, in title II, a provision earmark
ing $15 million for mortgages covering 
projects located in Guam. I understand 
that provision was deleted by the con
ference committee, on the theory that 
the same purpose could be fulfilled by 
the special ~ssistance clause, section 305, 
of title- III, which provides that the 
President, after determining that such 
action is in the public interest, may au
thorize the Federal National Mortgage 
Association to make commitments to 
purchase such types, classes, or cate
gories of home mortgages as he shall 
determine. 

I wish to say to the Senator from In
diana that in my capacity as the new 
chairman of the subcommittee, I am not 
acquainted with the necessities which 
the Territory of Guam has with respect 
to such legislation; but I am acquainted, 
as I am sure all other Members of the 
Senate are, with the ravages which oc
curred on that tiny island during the 34 
months it suffered desolation during 
World War II. 

The question I wish to ask the Sen
ator from Indiana is this: Is it his judg
ment that the conference committee in
tends, as I have suggested, that section 
305 of title III may be used for these 
purposes, with respect to the Territory 
of Guam? 

Mr. CAPEHART.. The answer is 
"Yes." 

Mr. KUCHEL. I thank the Senator 
from Indiana. . 

Mr. LANGER. Mr. President, will the 
Senator from Indiana yield for a ques
tion? 

Mr. CAPEHART. I am glad to. yield. 
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Mr. LANGER. Am I to understand 
from the explanation the Senator from 
Indiana has given that from 1940 to 1952, 
no system of accounting that was uni· 
form in all the regions was set up? 

Mr. CAPEHART. It do not think I 
quite understand the question. 

Mr. LANGER. A moment ago the 
Senator from Indiana said the confer· 
ence report provides for a uniform sys
tem of accounting. 

Mr. CAPEHART. Let me say that the 
FHA had authority, under the old law, 
to require any and every kind of ac
counting system it wished. In the case 
of all section 608 projects, the FHA re
quired them to organize a separate cor
poration with two forms of stock-pre
ferred stock and common stock. The 
FHA took all the preferred stock of each 
of the corporations, and ev~n wrote the 
charter for them. The FHA could have 

· required them to give it everything. 
The reason why the able Senator from 

Virginia [Mr. BYRD] and myself and 
other Members are writing this provision 
into the conference report ~ to force 
the FHA to do it, and to see that the 
FHA does do it. 

Mr. LANGER. But did not the former 
FHA have a system of accounting? 

Mr. CAPEHART. Does the Senator 
from North Dakota mean accounting for 
all the projects in the United States, or 
in the FHA's offices in Washington? 

Mr. LANGER. I mean a uniform sys
tem of accounting. 

Mr. CAPEHART. Does the Senator 
from North Dakota mean in the FHA 
office in Washington? 

Mr. LANGER. I mean in all the other 
offices-in other words, so that one in
spector could walk in and could find out 
the condition of the various corpora
tions. 

Mr. CAPEHART. Oh, no. 
Mr. LANGER. Was there any re

quirement of that sort? 
Mr. CAPEHART. The FHA wrote the 

charter for them, although the charters 
varied somewhat, for, of course, corpo
ration papers must be drawn up in ac
cordance with the State law, rather than 
in accordance with Federal law; and 
most State laws in regard to corpora
tions are different. 

Mr. LANGER. Were annual reports 
required? 

Mr. CAPEHART. Yes. 
Mr. LANGER. Were the annual re· 

ports sent to the_ President? 
Mr. CAPEHART. That is just the 

point. I see the able Senator from Vir
ginia [Mr. BYRD] laughing. As he well 
knows, evidently nothing was done with 
the annual reports; because if the an· 
nual reports had been sent to the Presi
dent, then, when the first, second, third, 
and fourth annual reports were submit
ted, let us say, 6, 7, or 10 years ago, it 
would have been recognized that they 
were mortgaging out and that all of 
these abuses were occurring. 

Mr. LANGER. I repeat, were there
ports sent to the President? 

Mr. CAPEHART. No; they were kept 
in the FHA files. 

Mr. LANGER. Were any of the an
nual rePQrts sent to the Comptroller 
General?. 

Mr. CAPEHART. No; although that 
1s what we are requiring now; we are 
mandating the FHA to do what it should 
have done, anyway, and what it had au
thority to do and could have done if it 
had wanted ~o do it. 
TITLE I OF BILL~ FHA IMPROVEMENT AND REPAIR 

LOANS UNDER TITLE I OF NATIONAL HOUSING 

ACT 

First. Existing terms and maturities 
continued. 

(a) Maximum amount of loans for 
home repair is $2,500 with maximum 
maturity of 3 years and 32 days. 

(b) Maximum amount of loans for 
improvement of multifamily dwellings 
is $10,000 with a maximum maturity of 
7 years, 32 days. 

Second. Coinsurance: Maximum in
surance to lender to be 90 percent of loss 
on each individual loan. 

Third. Limits types of loans to im
provements which· substantially protect 
or improve tlie basic livability or utility 
of property. 

· Fourth. Limits granting of insurance 
to -supervised lenders approved by FHA, 
and to such other lenders as <on the ba
sis of their credit and experience or fa
cilities for this type of loan) FHA 
approves. 

Fifth. ·Prevents use of improvement 
loans on new homes until completed and 
occupied for 6 months. 

Sixth. Prevents multiple title I loans 
on the same structure from exceeding in 
the aggregate the maximum statutory 
dollar limitation for the type of loan. 
SECTION 203, NATIONAL HOUSING ACT, SALES 

HOUSING 

First. New housing: Provides a maxi
mum ratio of loan-to-value of 95 percent 
of the first $9,000 of value plus 75 per
cent of the excess over $9,000, and au
thorizes the President to increase the 
$9,000 up to $10,000 if he determines it 
to be in the public interest. 

Here is a case where the present law 
calls for 95 percent of the first $7,000 and 
70 percent of the excess over $7,000, and 
not to exceed $11,000. That has been 
increased to 95 percent of the first $9,000, 
75 percent of the excess over $9,000, and 
authorizes the President to increase the 
$9,000 to $10,000 if he determines it to 
be in'the public interest. In other words, 
in this case we are liberalizing existing 
law. 

Second. Existing housing: Provides a 
loan-to-value ratio of 90 percent of the 
first $9,000 plus 75 percent of the excess 
over $9,000 with authority for -the Presi..; 
dent to increase the $9,000 up to $10,000. 

Third. For both new and existing 
housing, the maximum loans on 1- or 2-
family residences are $20,000; on 3-
family residences are $27,500; and on 
4-family residences are $35,000. 

Fourth. Provides a maximum mort
gage maturity of 30 years on new houses; 
and a maximum of 30 years or three
fourths the life of the house, whichever 
is less, for existing structures. 

Fifth. Provides for insurance of mort
gages on housing located in suburbs and 
outlying areas not to exceed a maximum 
mortgage of. $6,650 and not in excess of 
95 percent of the appraised value. Pro
:Vides that th~ tYI>e of insurance can be 

made available to an owner-occupant 
mortgagor regardless of his credit stand
ing, upon the guaranty of another per
son or corpoJation with credit standing 
satisfactory to FHA. 

That is a new provision in the housing 
law. 

Sixth. Provides for the insurance of 
mortgages for farmhouses located on 5 
or more acres adjacent to a public high-:
way and a maximum mortgage of $6,650 
and not in excess of 95 percent of the 
appraised value. 

That is the section about which the 
able Senator from Oklahoma [·Mr. MoN
RONEY] inquired a few minutes ago. 
SECTION 213, NATIONAL HOUSING ACT, COOPER• 

ATIVE HOUSING 

First. Provides for a maximum mort
gage amount of $25 million per project. 

Second. Sets 65 percent as the number 
of veterans ne·cessary to qualify a project 
for the · higher mortgage and higher· 
loan-to-value ratio provisions. 

Third. · The conference deleted the 
Sen~te amendment to increase the per 
room mortgage limitations by $1,000 in 
areas where the cost levels so required. 
SECTION 220, NATIONAL HOUSING ACT, URBAN. 

RENEWAL 

First. Provides that before the insur .. 
ance under this program can become op .. 
erative, the HHFA Administrator is re· 
quired to certify that he finds-

(a) That the governing body of the 
locality has approved a redevolpment or 
renewal plan. 

<b) That such plan conforms to the 
general plan for the development of the 
locality as a whole. 

(c) That necessary legal authority 
and financial capacity exists to carry out 
such plan. 

Second. Provides that the maximum 
mortgage amount for units in excess of 
4 is $7,000 per unit. 

Third. Provides that the maximum 
mortgage amounts may be increased not 
to exceed $1,000 per room for multi
family rental projects in high-cost areas. 
SECTION 221, NATIONAL HOUSING ACT, RELOCA• 

TION HOUSING FOR DISPLACED PERSONS 

First. The Housing and Home Finance 
Administrator determines the number of 
section 221 units needed and so certifies 
to the FHA Commissioner. 

Second. Provides that the mortgage 
cannot exceed 95 percent of the ap .. 
praised value on new homes and 95 per
cent on existing homes except when 
the mortgagor is nonprofit or govern
mental agency in which case the loan 
may be for 95 percent on either new or 
existing housing). 

That is a new section. 
Third. Mortgage maturity of 30 years 

or three-quarters of the economic life of 
the structure, whichever ~ lesser. 
SECTION 222, NATIONAL HOUSING ACT, MORTGAGE 

~NSURANCE FOR SERVICEMEN 

First. Permits servicemen and mem .. 
bers of the United States Coast Guard 
to obtain 95 percent guaranteed FHA 
loan with a maximum mortgage amount 
of $17,100. The FHA premium would 
be payable by the Secretary of Defense 
or the ·secretary of Treasury as the case 
may be. 
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Second. Permits a serviceman to ob~ 

tain benefits under this section without 
affecting his eligibility ior home loan 
benefits under the Servicemen's Read
justment Act of 1944. 
SECTION 223, NATIONAL HOUSING ACT, MISCEL

LANEOUS HOUSING INSURANCE 
First. Permits 95 percent ·mortgages to 

finance the sale of Government-owned 
housing to cooperatives composed of 65 
percent veterans. · 

SECTION 224, NATIONAL HOUSING ACT, 
DEBENTURE INTEREST RATE 

First. Provides that the interest rate 
on FHA debentures rela.ting to mort
gages hereafter issued, shall bear inter
est at the rate in effect at the time the 
mortgage is insured, as established by 
the FHA Commission with the approval 
of the Secretary of Treasury. 

Second. Special debentures under sec
tion 221 are excluded from this provision. 
SECTION 225, NATIONAL HOUSING ACT, OPEN-END 

MORTGAGES 
First. Restricts items eligible for in

sured advances on "open-end" mortgages 
to those which would substantially pro
tect or improve the basic livability or 
utility of the property. 

Second. The amount of the advance 
when added to the unpaid ameunt of the 
mortgage cannot exceed the original 
principal obligation, unless the mort
gagor certifies that the proceeds of the 
advance are to be used to finance the 
construction of additional rooms or 
other enclosed space as part of the 
dwelling. 

SECTION 226, NATIONAL HOUSING ACT, FHA 
APPRAISAL FOR HOME BUYERS 

The conference committee included 
existing homes as well as new houses in 
the requirement that the builder or seller 
of a 1- or 2-family residence make avail
able to the purchaser a statement of the 
FHA appraised value. 
SECTION 227, NATIONAL HOUSING ACT, BUILDER'S 

COST CERTIFICATION 
This provision would require the 

builder to certify that the approved per
centage of the actual cost-that is, 80 
percent under section 207, 90 percent or · 
95 percent under section 213, 90 percent 
under section 220, and so forth-equaled 
o:· exceeded the proceeds of the mortgage 
loan or the amount by which .the pro
ceeds exceeded such approved percent
age and to apply the amount of such ex
cess to the reduction of the mortgage 
loan. 

We talked about this a short time ago. 
The cost certification was amended in 

conference to make it clear that a rea
sonable allowance for builder's profits 
may be included as part of the "actual 
cost'' of a project in the case where the 
builder is also the mortgagor and desires 
to leave his profit in the corporation as 
equity. 

Let me say that in no case could it be 
more than 100 percent, and then he must 
leave his money there; he cannot take it 
out until the mortgage is retired or paid 
for. 

DEFENSE HOUSING 
Section 129 of the conference bill ex

tends title IX and title ill of·the Deleiise 
Housing and Community Facilities and 

Services Act of 1951 for Federal aid in 
the provision of defense housing and 
community facilities and services in crit
ical defense housing areas. 

PROHffiiTION AGAINST HOTEL USE 
Section 132 of the conference bill adds 

a new section 513 to the National Hous
ing Act prohibiting use of FHA-insured 
housing for hotel or transient purposes, 
except upon prior written authorization 
from FHA or prior usage in resort areas, 
as outlined in the conference bill. It 
provides administrative and judicial 
means of enforcing the provision. 
TITLE U OF BILL, FEDERAL NATIONAL MORTGAGE 

ASSOCIATION 
Section 201 of the bill-
First. Recharters FNMA as constituent 

agency of HHFA, with HHFA Adminis
trator as Chairman of Board of Directors 
of five Government members. 

Second. Authorized to purchase FHA 
and VA mortgages or participations not 
to exceed $15,000 per family unit. 

Third. In effect, capital and surpl'.JS of 
existing FNMA would be used to capital
ize new FNMA-estimate at $70 million. 

commjtments to be. outstanding _at any 
one time, but WOl.lld have additional au
thority up to $100 million to enter com
mitments for mortgage participation 
agreements for a fixed 20 percent undi
vided interest in each mortgage, but with 
a deferred participation agreement to 
purchase the remainder in the event of 
default. 

Sixth. Liquidation of existing FNMA 
portfolio. . . 

<a) Issue to public nonguaranteed ob
ligations against its assets. The funds 
so obtained would be used to reduce ex
isting Treasury's investment. 

(b) Treasury authorized to purchase 
Association's obligations in sufficient 
amount to carry out Association's liqui. 
dation functions. Such obligations 
would have maturities of 5 years or less 
and the interest rate would be based on 
the average rate of outstanding Govern
ment obligations. 

(c) Three hundred million dollars of 
the present authorization of FNMA for 
mortgage purchases would be made 
available for the special assistance pro
gram-see paragraph fifth: 

Seventh. Separate accountability 
would be maintained for the (a) second
ary market operations, (b) special as
sistance functions, and (c) management 
and liquidating functions of the re
chartered FNMA. 

In connection with the secondary 
mortgage facility (see 4) capital con
tributions of not less than 3 percent · of 
the mortgage or participation amount 
would be required of all sellers to the 
Association. In return common stock 
would be issued to the sellers, instead of 
the nonrefundable convertible certifi- TITLE vx oF BILcitE:~~u~~~:::oME MORTGAGE 
cates provided in the House bill, and divi- This program is discussed at this 
dends could be paid on them while the 
Treasury is still a preferred stockholder point because of its relationship to and 
not in excess of the rate paid to the similarity of purpose with FNMA. 

Section 601 of bill: A new voluntary 
Treasury • and not to exceed 5 percent home mortgage credit program would be 
after the Treasury's investment is fully established, under which representatives 
pa~~~~h. Establishes a new secondary of various types of financial institutions, 
mortgage market facility. builders and the Government in an or-

. ganized manner would cooperate, in 
<a) To purchase eligible mortgages at facilitating the fiow of mortgage credit 

prices-not above par-for particular 
classes of mortgages as determined by for Government insured and guaran-

teed loans into remote areas and small 
Board of Directors. Volume of pur- communities. This title contained in 
chases and sales, prices, charges, and fees both the House and Senate bills with 
would be determined with the view that minor differences. It was adopted by 
excessive use of the Association's facili- the conferees with minor amendments. 
ties should be avoided. I wish to state 
at thiS point that thiS iS a neW GOVern- TITLE m OF BILL, SLUM CLEARANCE AND · 
ment corporation that is being formed. UPAN RENEWAL ·I 

(b) To issue Association nonguaran- Section 301 of the bill provides assist-
teed obligations, not in excess of 10 times ance to communitie.S in clearing slums 
its capital, surplus, reserves, and undis- and assists in prevention of development 
tributed earnings to carry out its sec- of new slums by rehabilitation and im
ondary market operations. provement of blighted, deteriorated and 

<c) The Secretary of Treasury is au- deteriorating areas. 
thorized to invest in such obligations up The Senate provisions were adopted 
to $500 million, plus an amount equal to with amendments excluding from "local 
reduction in FNMA present portfolio, but grants-in-aid" those revenue-producing 
not more than $1 billion, until Treasury utilities where the capital cost is wholly 
stock in Association is retired. financed with local bonds or obligations 

Fifth. Provides special assistance payable solely out of revenues derived 
functions. · from service charges. The exclusion 

(a) President could authorize advance also covers public facilities financed by 
commitments and purchases of mort- special assessments against land in the 
gages of various types and classifications project area. 
as a support for special housing PJ;"O:. _ After much . discussion, in recognition 
grams or to retard a serious market de- . of objections to redevelopment made by 
cline, including housing in Guam, mill- homeowners in the areas in · question. 
tary, and disaster housing. and with a view to further studying this 

(b) Treasury would supply funds in re- problem next session the Senate con
turn for obligations of not more than 5 ferees receded to the House conferees 
years maturity.- · · · on the redevelopment of Ba"rry Farms 

<c> President could authorize not and Marshall Heights; District of Colum- . 
more than $200 million in purcha~es and bia. l'lie conference action continues _ii?- ' 
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effect the restriction against such rede· 
velopment in these specified areas. 

TITLE IV OF BILL, LOW-RENT PUBLIC HOUSING 

The House bill contained no provision 
for additional public housing and would 
have, in effect, terminated the public 
housing program after the completion of 
the approximately 33,000 units still au· 
thorized under existing law. 

The Senate bill provided for 140,000 
public housing units limited to 35,000 
units per year spread over a 4-year 
period-fiscal years 1955, 1956, 1957, and 
1958. The House conferees were in
sistent that the Senate provision was 
unacceptable to the House and finally 
the following compromise was adopted: 

The Public Housing Administration 
is authorized to enter into new contracts 
during the fiscal year 1955 for loans 
and annual contributions with respect 
to not more than 35,000 additional pub
lic housing units. 

I ask Senators who are interested in 
public housing to pay close attention to 
these limitations. 

These projects are limited to (a) low· 
rent housing projects undertaken in 
communities where a slum clearance and 
urban redevelopment or urban renewal 
project is being carried out with assist
ance under title I of the Housing Act of 
1949, as amended; and (b) only if the 
local governing body of the community 
undertaking the project certifies that the 
low-rent housing project is needed to 
assist in meeting the relocation require
ments of section 105 (c) of that act by 
providing housing for persons displaced 
by the slum-clearance operations; and 
(c) the number of units in low-rent 
projects covered by new contracts shall 
not exceed the number of units which 
the Administrator determines are need
ed for the relocation of families displaced · 
as a result of Federal, State or local gov
ernmental action in the community. 

TITLE V OF BILL, HOME LOAN BANK BOARD 

First. The provision for service of 
process against the Home Loan Bank 
Board was amended in conference by 
deleting the language making this pro
vision inapplicable to any pending suit. 

Second. The conference agreed that 
when the Home Loan Bank Board com
mences action to terminate the insurance 
of an institution insured by the Federal 
Savings and Loan Corporation, the local 
supervisory authority should be given an 
opportunity to _attempt to correct an 
unsound or unsafe practice before final 
action is taken by the Board. Existing 
accounts continue insured for 2 years 
after termination of the institution's in
sured status. 
TITLE vn OF BILL, RESERVE OF PLANNED PUBLIC 

WORKS 

The conference committee adopted the 
Senate provision on section 702 of the 
bill, requiring a separate planning ac
count for local and Federal funds ad· 
vanced for public-works planning. 

It also included an amendment au
thorizing 1 percent of the $10 million ap .. 
propriated under 702 (e) to be used for 
the purpose of surveying the status and 
the amount of volume of advanced pub· 
lic works. 

TITLE Vm OF SENATE BILL, SMOKE ELIMIN:ATION 
AND AIR POLLUTION PREVENTION 

This title was deleted from the bill by 
the conference committee. 
TITLE Vm OF CONFERENCE BILL, MISCELLANEOUS 

PROVISIONS 

SECTION 801 OF CONFERENCE RILL, BUILDER'S 
WARRANTY 

The conference committee adopted the 
House language requiring a "warranty" 
of "substantial conformity" with the 
plans and specifications in place of the 
Senate language requiring a "certificate" 
of "conformity" with the plans and speci
fications. In the House bill this provi· 
sion only applied to 1- and 2-family 
structures. The Senate provision ap
plying to 1- to 4-family units _is con
tained in the conference bill. 
SECTION 802 OF BILL, CONSOLIDATED REPORT BY 

HHFA 

The conference adopted the House 
provision consolidating all the reports 
on the various operations of the Housing 
Agency into one annual report by the 
Housing Administrator to be made to 
the President for submission to Con
gress. 
SECTION 803 OF SENATE BILL, DIREcr LOANS TO 

VETERANS 

The provision for the continuance of 
the veterans direct home-loan program 
was taken out of the bill and will be 
handled in another separate bill, H. R. 
8152, and we hope to take up that bill 
later today. 

SECTION 804 OF BILL, PUBLIC AGENCY LOANS 

Adopted Senate provision naming 
HHFA to handle the $50 million revolv
ing fund progr.am, but changed the aj)
propriation of $50 million to an authori
zation and extended the program to 
June 30, 1956, instead of 1957 as the 
Senate bill would have provided. This 
provision was also amended to let the 
revolving fund be used for administra
tive as well as operating expenses. The 
House conferees were of the opinion that 
an appropriation rather than an authori
zation would be subject to a point or 
order. 

Section 805 of the conference bill per
mits disposal of certain Lanham Act 
housing in California. It also allows 
disposal of permanent war housing out
side veterans' preference provisions but 
only in recognition of the fact that they 
are not really applicable in the limited 
circumstances mentioned in the section. 
SECTION 806 OF BILL, SALE OF TEMPORARY 

HOUSING UNDER DEFENSE HOUSING AC"r OF 
1951 

The Senate version permitted sale of 
such housing to the highest bidder, when 
it is no longer needed for defense pur
poses. Conferences included a provision 
allowing a rejection of any bid for less 
than two-thirds of the appraised value 
of the housing being offered for sale. 

Section 808 of the bill continued the 
Senate provision allowing the Federal 
Government to pay insurance proceeds 
to a local educational agency which has 
paid the premiums of such insurance 
on property being obtained even though 
actual transfer of title of the property 
to ·the local agency has not been com
pleted. 

The conferees added a provision relat
ing to the rate of interest on loans to 
colleges for student and faculty housing. 
Under the new provision the rate is fixed 
at the date of approval of the loan by the 
housing and Home Finance Adminis
trator rather than the date upon which 
the loan is made. 

Section 809 of the bill continues Sen
ate provisions allowing the transfer at 
fair market value to the University of 
California of Kenyon Crest Homes in 
Riverside, Calif. The conferees also 
added to the section provisions to allow 
similar transfers at fair market value to 
the University of South Carolina of 74 
housing units at University Terrace, 
Columbia, s. C.; and transfer without 
monetary consideration to the Housing 
Authority of St. Louis County, Mo., 
of 156 housing units in a public housing 
project. 

Section 810 of the conference bill con
tinues the Senate provision allowing 
transfer at fair market value of two 
housing projects in Connecticut totaling 
255 units to the Housing Authority of 
Wethersfield, Conn., with a requirement 
of full payment within 30 years with in
terest on the unpaid balance not to ex
ceed 5 percent per annum. 

Section 812 of the bill extends the di
rect farm-loan program contained in 
title V of the Housing Act of 1949 by 
authorizing additional funds for that 
purpose. 

Section 814 to section 817 of the con
ference bill cover amendments offered.in 
the Senate by the senior Senator from 
Virginia. With some amendatory lan
guage, these provisions are retained . in 
the conference bill. 

Section 814 covers the keeping of ade
quate records by beneficiaries of certain 
Federal housing programs. Section 815 
requires timely submission of specifica
tions and land acquisition information. 
Section 816 gives PHA and the Comptrol
ler General access to Public Housing 
Agency records. Section 817 specifies 
information to be included in the annual 
report made by HHFA to the Congress. 

Mr. DOUGLAS. Mr. President, will 
the Senator yield for a question on title 
IV of the bill? 

Mr. CAPEHART. I yield. 
Mr. DOUGLAS. May I ask the distin

guished Senator from Indiana about the 
total number of housing units author
ized? As the Senator is aware, the Hous
ing Act of 1949 authorized 810,000 units. 
Of that number, aproximately 2.00,000 
units have been constructed. At the 
present time, 33,000 are under construc
tion. It is my understanding that the 
conference report provides for only 
35,000 additional housing units, or a 
grand total of 268,000 units, which is 
about one-third of the program original
ly authorized. Am I correct? 

Mr. CAPEHART. The bill we are con
sidering at this time provides for 35,000 
public housing units for fiscal 1955, and 
they would only be available for those 
displaced by. some governmental agency 
by slum clearance.-

Mr. DOUGLAS. My first question was 
only on the quantitative aspect. 

Mr. CAPEHART. Yes. 
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Mr. DOUGLAS. Am I correct in un

derstanding that the total public-hous
ing program authorized will aggregate 
268,000 units, as compared with 810,000, 
authorized under the 1949 act? 

Mr. CAPEHART. I believe the Sen
ator is correct. 

Mr. DOUGLAS. I thank the Senator. 
The next question that I should like to 
ask of the distinguished Senator from 
Indiana refers to the qualitative restric
tions which are proposed. Do I under
stand that this public housing can be 
built only for persons who have been 
ousted from their previous accommoda
tions because of slum clearance and 
superhighway construction, and so on? 

Mr. CAPEHART. Yes; by governmen
tal action. 

Mr. DOUGLAS. May I ask the Sena
tor from Indiana how many cities have 
been carrying on slum-clearance proj
ects? 

Mr. CAPEHART. How many cities 
are doing so at the moment? 

Mr. DOUGLAS. Yes; therefore how 
many cities would be eligible, by virtue 
of having slum-clearance projects, to 
apply for public housing to provide for 
people who are otherwise eligible for 
public housing? 

Mr. CAPEHART. I believe there are 
109 in the primary planning stage, 103 
in the final planning stage, and 72 in 
what might be called the development 
stage. 

Mr. DOUGLAS. Seventy-two cities 
are actually carrying on slum clearance? 

Mr. CAPEHART. They are in the 
development stage. 

Mr. DOUGLAS. Is it slum clearance, 
or does it include superhighways? 

Mr. CAPEHART. They are projects 
under slum clearance. A total of 72 
projects are in ·the development stage 
in the entire United States. 

Mr. DOUGLAS. I point out, however, 
that this is the number of projects, not 
the number of cities. It is my under
standing that only about 20 or 25 cities 
actually have these projects under title 
I in the final development stage. 

May I further ask the very able Sena
tor from Indiana whether it is necessary 
that families should already have been 
evicted because of slum clearance be
fore the public housing project could be 
constructed? 

Mr. CAPEHART. No, my under
standing is that their houses would not 
necessarily have to be torn down. If a 
preliminary contract had been entered 
into, or if the families knew they were 
going to be displaced, and it was definite, 
as a result of even one preliminary con
tract, or one in the preliminary stage, 
that they were going to be displaced in 
the future, my understanding is, and my 
position is, that the families should be 
eligible for occupancy. 

There is some question about that in
terpretation, or there was when the bill 
was explained on the floor of the House. 

Mr. DOUGLAS. Did not the debate in 
the House indicate that it would be nec
essary for the slum-clearance project to 
be in process of being carried out and 
for families already to have been evicted 
before they could be counted as eligible 

for admission to a public-housing proj.
ect and the project could be approved? 

Mr. CAPEHART. I believe the debate 
in the House was to the effect that final 
plans would have had to be approved be
fore persons would be eligible or quali
fied to occupy public housing. 

My position personally is that once it 
has been established, even in a prelim
inary stage, that there will be a displace
ment, then the families should become 
eligible. 

This is a question which will have to 
be referred to the General Accounting 
Office for a final decision. If the decision 
is not as I think it should be, namely, 
that once it has been determined, even 
in a preliminary stage, that there will be 
a displacement, and that the families 
will be eligible for occupancy, then I 
think the law should be changed the 
early part of next year. 

Mr. DOUGLAS. But the damage will 
have been done in the meantime. 

Mr. CAPEHART. Well, some damage 
may have been done; but it is only 5 
months until January 1. 

Mr. DOUGLAS. Whether the law 
will be changed may depend on what 
happens on November 2. 

Mr. CAPEHART. Is the Senator 
speaking optimistically or pessimisti
cally? 

Mr. DOUGLAS. To say that families 
must be ousted before a public housing 
project can be started is equivalent, is 
it not, to saying that a family must 
drown before a rope can be thrown to 
them? 

Mr. CAPEHART. That is why I say 
that I personally think the result could 
not be other than as I have interpreted 
the bill. 

Mr. DOUGLAS. I appreciate the 
Senator's good humor. 

Mr. CAPEHART. I do not mean to 
be humorous; I simply say I do not be
lieve the bill can be interpreted any 
other way. 

Mr. DOUGLAS. I know that the 
Senator from Indiana is kind-hearted 
and generous, because I have served 
with him for many years. But his 
kindness and generosity will not alter 
the provisions of the bill; and the in
terpretations as given on the fioor of 
the House seem to me directly contrary 
to what the Senator from Indiana has 
said. 

Mr. CAPEHART. I do not maintain 
that the bill can be interpreted in that 
way. I say that the proper interpreta
tion is as I have stated it, not as it was 
interpreted on the floor of the House. 

Mr. President, I ask unanimous con
sent to have printed at this point in the 
RECORD a letter from Mr. Albert M. Cole, 
the Administrator, who takes the same 
position as I do. 

There being no objection, the letter 
was ordered to be printed in the RECORD, 
as follows: 

HOUSING AND HOME c;~r'L. 
FINANCE AGENCY, 

Washington, D. C., July 21, 1954. 
Hon. HoMER E. CAPEHART, 

United States Senate, 
Washington, D. C. 

DEAR SENATOR CAPEHART: As you know, the 
conferees adopted an amendment to the pub
lic housing authorization restricting new 

contracts to communities where a slum· 
clearance and urban redevelopment or urban 
renewal project is being carried out under 
title I of the Housing Act of 1949. In in
terpreting this phrase Mr. WoLCOTT stated at 
page 11099 of the CONGRESSIONAL RECORD Of 
July 20, that "a slum-clearance or urban 
renewal or redevelopment project is not be
ing carried out until at least the final plans 
have been approved by the Federal Govern
ment." Final plans are not approved under 
title I until late in the process of develop
ing a project, only just before the final con· 
tract is entered into for loans and grants. It 
is only a matter of months after this stage 
that land is acquired and families begin to 
be displaced by the title I project. Since it 
generally takes at least a year and one-half 
to 2 years for the acquisition of land and 
the completion of construction of a public 
housing project, public housing contracted 
for at that stage cannot possibly be ready to 
house the families displaced by the title I 
project. 

It is my understanding that the purpose of 
restricting public housing to communities 
where a title I project is being carried out 
was to make public housing available for the 
rehousing of low-income families as soon 
as they are displaced by a title I slum-clear· 
ance program and thus facilitate slum clear
ance. This understanding is clearly borne 
out by the language of the bill, by the con· 
ference report and by the whole tenor of 
debate and discussion of the subject. I know 
of no discussion in the meetings of the con· 
ferees that is contrary to this understanding. 

In order to accomplish this purpose of 
having public housing available for the dis
placed families, it is necessary that public 
housing contracts be entered into as soon as 
the title I project starts being carried out, 
that is, as soon as the first Federal advances 
for the title I project are contracted for. 
The interpretation by Mr. WoLCOTT on July 
20, if allowed to stand as representing the 
intent of the conferees, would make almost 
impossible the effective use of the 35,000 
units authorized for additional contracts, 
and might well jeopardize the acceptance of 
the conference report in the Senate. 

Sincerely yours, 
ALBERT M. CoLE, 

Administrator. 

Mr. DOUGLAS. Mr. President, will 
the Senator from Indiana yield? 

Mr. CAPEHART. I yield. 
Mr. DOUGLAS. Is it not true that 

the majority members of the committee 
of conference on the part of the House 
believed, on the contrary, that families 
would not be eligible and public-housing 
projects could not be approved until 
after they had been evicted? 

Mr. CAPEHART. - No; the statement 
was made on the fioor of the House, by 
the manager of the bill, and is not in 
agreement with the statement which the 
Senator from Indiana is making, in sub
stance. It was not stated in the con
ference report, it does not appear in the 
conference report, and is not, in my 
opinion, a part of the bill. At any rate, 
the interpretation which the Senator 
from Illinois has suggested is not my un .. 
derstanding of the situation. 

Mr. DOUGLAS. If the Senator from 
Indiana would not object, I should like 
to call his attention to the statement of 
the very able Representative from Michi
gan, Mr. WOLCOTT, in his explanation of 
the bill, which appears on page 11099 of 
the CONGRESSIONAL RECORD, as follOWS: 

If a slum-clearance project is not being 
carried out in any area, then they caJ:?.not 
get public housing. 
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. Then notice this: 

A slum-clearance or urban renewal or re· 
development project is not being carried out 
until at least the final plans have been ap· 
proved by the Federal Government. 

Mr. CAPEHART. That is exactly 
what I said Representative WoLCOTT 
said. But according to my understand
ing and my interpretation of the bill, my 
personal feeling is that once it has been 
planned as a result of a redevelopment 
program or other Government action 
that a person is to be ousted, then he 
should become entitled to public hous
ing, provided, of course, he meets all the 
other qualifications of the Public Hous
ing Law. 

Mr. MAYBANK. Mr. President, will 
the Senator yield? 

The PRESIDING OFFICER (Mr. BusH 
in the chair). Does the Senator from 
Indiana yield to the Senator from South 
Carolina? 

Mr. CAPEHART. I yield. 
Mr. MAYBANK. The Senator may 

recall that it was desired to make pro
vision for employees of Federal, State 
and local governments, and it was neces
sary to hold out for a long time in order 
to secure agreement as to that. 

Mr. CAPEHART. Every Senator 
should know exactly the position of the 
House in respect to public housing, and 
the debates which have taken place in 
the House on numerous occasions. 
There is no secret about it. The ma
jority of the Members of the House are 
against public housing. They are about 
as adamant as it is possible for anyone 
to be on the subject. 

Mr. DOUGLAS. First, I desire to 
thank the Senator from Indiana for con
tributing to the legislative history of the 
bill. I hope very much that it will be 
the statement by the Senator from 
Indiana which will be adopted by the 
Housing Administration and the Gen
eral Ac;:countiQ.g Office in its interpreta
tion of the law. 

May I ask the Senator from Indiana 
this question, in order to nail the sub
ject down: Does the Senator from In
diana, as chairman of the Senate con
ferees, believe that the language of the 
final bill provides that persons must 
be evicted by reason of slum clearance, 
superhighway, or other public projects, 
before a determination can be made 
with respect to the number of people who 
will be dislocated as a result of the slum 
clearance, urban redevelopment or ur
ban renewal program? 

Mr. CAPEHART. It is my under
standing, as chairman of the conference, 
that once it was definitely planned that 
persons will have to be displaced from 
their homes in the future as a result of 
governmental action-and when I speak 
about future action, I am not talking 
about 5 or 10 years from now; I am 
talking about the future-with respect to 
a specific project, in its preliminary 
stages, considering that if it had gone so 
far, it was going to be finished, then 
such displaced persons would be eligible. 

Mr. DOUGLAS. In other words, if it 
could be anticipated that they would be 
·evicted, then at that time they would be 
counted and the local agency could cer
tify that the people who are to be dis-

placed would, to the- extent they are 
otherwise eligible, require low-rent pub
lic housing and therefore that a public 
housing project is necessary to assist in 
meeting the relocation requirements of 
section 105 (c). Is that correct? 

Mr. CAPEHART. I do not want to say 
"anticipated." 

Mr. DOUGLAS. Then let me say rea
sonably anticipated that they will be 
evicted? 

Mr. CAPEHART. If a preliminary 
contract had been entered into, and pre
liminary arrangements had been made, 
and it was definitely established that a 
section would be cleared out as fast as 
it could be cleared out, meaning 12 
months or 18 months, or perhaps as much 
as 3 years, then the persons living in a 
large or a complicated project in that 
area would be eligible for admission to 
public housing. That is how I intended 
the interpretation should be, and that is 
the way I think it should be. 

Mr. DOUGLAS. I regret that there is 
a conflict of opinion between the Sena
tor from Indiana and Representative 
WoLcOTT of Michigan. It is one more 
indication of a division which seems to 
exist within the ranks of the members of 
the party to which the Senator from 
Indiana belongs. But I sincerely trust 
that in this respect, at least, the Sena
tor from Indiana may triumph and that 
the public housing projects may be ap
proved, if other conditions are met, as 
soon as the preliminary slum clearance 
contract has been entered into and be
fore any evictions. 

Mr. CAPEHART. That is my feeling. 
As the able Senator from Illinois knows, 
I am not bashful about saying what I 
think at any time. 

Mr. President, if there are no further 
questions, I shall be very happy to yield 
the floor. 

The PRESIDING OFFICER. The 
question is on agreeing to the conference 
report. 

Mr. BYRD. Mr. President, within my 
recollection, the two greatest scandals 
which have rocked this country have 
been, first, the Teapot Dome, and, sec
ond, the recent housing disclosures. 

It will be many years before we know 
the full extent of the graft and the fraud 
and the malfeasance in ofiice which have · 

. occurred in these housing programs. All 
the Federal housing programs involve the 
expenditure of $60 billion. I do not 
mean that that is the amount outstand
ing. There is a contingent liability on 
the part of the Government of about $35 
billion in Housing and Home Finance 
Agency programs alone. There have 
been revolving funds, and a total of 
about $60 billion is involved. 

Mr. President, it makes no difference 
to me whether the people who are guilty 
are Democrats or Republicans, I want 
them all punished, and I wish to make 
reference now to a statement made on 
the :floor of the Senate by my distin
guished friend, the able chairman of the 
Committee on Banking and Currency, at 
a time when I was not present. He said: 

Whether it be Mr. BYRD or whoever it may 
be, I am not going to permit statements to be 
made whigh I do not think are !actual and 
I am not going to permit statements to be 

made which attempt to point the finger or 
scorn at the Republicans, at Mr. Cole and 
Mr. Mason and others. 

Mr. President, that was fhe exact 
statement made by the Senator from In
diana. He made another statement 
along those lines at the same time. He 
said: 

I am getting a little tired having the able 
senior Senator from Virginia and other 
Senators bob up all the time and talk about 
collusion and mismanagement, when we are 
doing the best we can to clean up the mess 
that the other administration, not this ad
ministration, created. I! there 1s a mess, the 
other administration created it; we did not. 
We are trying to clear it up. 

Then he made a television appearance 
a few nights ago, I am told, and said that 
he was very much irked because Senator 
BYRD was asking that the people guilty 
should be punished. 

Mr. President, I have not injected pol
itics in any way, shape, or form into the 
investigation which the committee of 
which I am chairman has made, and I 
do not intend to do so. I have been urg
ing that Powell be indicted and prose
cuted. I assume he is a Democrat; I do 
not know what his politics is. He was 
appointed under a Democratic adminis
tration. But the Attorney General, I do 
not know why, has not taken steps to get 
the indictment, although on April 17 I 
called his attention to the things which I 
believed would justify his indictment. 
He sent to my office Assistant Attorney 
General wa·rren Olney, who discussed 
the matter, and I thought that acticn 
would be taken. . 

Powell pleaded the fifth amendment 
twice, and I say that any man who 
pleads the fifth amendment has three 
strikes against him when it comes to a 
question of whether or not he is guilty. 
If he was not guilty, why did he refuse 
to answer when the Banking and cur
rency Committee had him as a witness 
before the committee? Yet nothing has 
been done about it. 

Powell is the key to the section 608 
program. There is no question about 
that. He has a criminal record, too, out
side of this case. He is the man who ap
proved the contracts, who made possible 
these unconscionable windfalls, such 
things as the Gross case in New York, 
whereby the cost of the projects was $20 
million, but $24 million was secured in 
lqans, and only about $1,000 or so was 
put up as capital. Then those making 
the applications were so greedy that 
they wanted the capital-gains treatment 
of the $4 million that was distributed to 
them, instead of paying the regular 
taxes. That is the way this whole scan
dal came out into the open. It was not 
through Mr. Cole. Mr. Cole had been in 
his position since January 1953, and I 
communicated with him last July, call
ing his attention . to these matters, and 
he did nothing whatever in the interval. 
Finally the collector of internal revenue, 
Coleman Andrews, brought the matter 
out, because those involved were claim
ing capital-gains treatments of the 

·enormous gains they had .made, instead 
of paying the regular taxes. 

I am not criticizing Mr. Cole or any .. 
body connected with the administration. 
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if he has done his duty, but I wish. to say 
it ill beeomes the Senator from Indiana 
to endeavor to put all the blame in this 
matter on the Democrats. I do not de
fend the Democrats when they are 
wrong; neither do I accuse Republicans 
when they are right. I have never 
done that. Mr. Cole has been in that of
fice for 18 months, and did nothing until 
he was forced to do it. 

I invited Mr. Cole to my office, and he 
admitted he did not know anything 
about the cost of these projects, and he 
said no books were kept at the head
quarters of this Agency. He had been in 
office about 8 or 9 months. So I say that 
both parties are to blame; but I do not 
intend that the able Senator from In
diana shall cast aspersions on me by 
saying that I am trying to play politics 
in this matter. 

If I have irked him up to this date by 
what I have said and done, I am going 
to continue to irk him. I shall keep in
sisting that those who commit fraud in
volving millions of dollars should be 
punished. 

Mr. CAPEHART. Let me read from a 
page of the Senator's statement: 

The housing bill as recommended by the 
conference committee is still a loosely 
drawn bonanza for those who would exploit 
it for private gain at public. risk. There 
is nothing in the bill-

The word "nothing" is used-
to tighten up administrative responsibility. 
The additional invitation to immorality re
sulting from 20-, 30-, and 40-year loans, 
which make it d111icult to estimate the losses 
ultimately to fall on the backs of the tax
payers, stlll remains. 

So when the able- Senator wrote his 
speech and said there was nothing in the 
bill to tighten it up, he was nof being 
factual. 

Mr. BYRD. If the Senator wili permit 
me to complete my statement, I will say 
exactly what I think about this bill. 

Mr. CAPEHART. That is what I had 
reference to the other day, and what I 
had reference to on the radio and tele
vision program on which I recently ap
peared. I will permit the able Senator 
tO proceed, but I can read other things 
in his speech. 

My point is-and I repeat it-that we 
are doing the best 'we can, and we did 
the best we could with the bill, and, 
frankly, it irks me just a little bit to 
have the able Senator from Virginia 
rise and say we brought in a bill with 
nothing in it-and he used the word 
"nothing." 

The able Senator says to the Attorney 
General of the United States and others 
in this administration, "Why don't you 
do something aboutit? Why don't you 
hurry, hurry, hurry?'' · 

We are hurrying; we are doing some
thing about it. I again say we are try
ing to clean up the mess which was 

. created by the past administration over 
the last 20 years; and I make no apology 
for saying that, because it is true. Wbe~ 
I spoke the facts on the radio and tele
vision program, I was talking about what 
the able Senator said in his prepared 
spe_ech. . 

Mr ~ BYRD. I do not believe this bill 
is very much better than the present law .. 

Mr. CAPEHART. That is why, as 
~hairman of the committee, I justify 
taking exception to the statement of the 
able Senator, and I resent it. 

The PRESIDING OFFICER. The 
Senator from Virginia has the floor. 

Mr. BYRD. At least I am going to 
make my statement. I wish to say just 
a few more words about the scandals. 

There are instances noted in the 
record where loans were made to the ex
tent of 140 percent of the actual cost. 
Why were they so made? They were 
made because the legislation at that time 
did not require that the loans be made 
on a basis of cost. That is the first con
sideration that should be noted. The bill 
now being discussed does not require that 
they be made on the basis of cost. Let· 
me read: 

(c) The term "actual cost" has the fol
lowing meaning: (i) in case the mortgage 
is to assist the financing of new construc
tion, the term means the actual cost to the 
mortgagor of such construction, including 
amounts paid for labor, materials, construc
tion contracts, off-site public utilities, 
streets, organizational and legal e.xpenses, 
and other items of expense approved by the 
Commissioner, plus-

That certainly is not actual cost. The 
FHA Commissioner can put in all other 
items he may choose and claim them as 
part of the cost. It says further-
( 1) A reasonable allowance for builder's 
profit 1f the mortgagor is also the builder 
as defined by the Commissioner, and (2) an 
amount equal to the Commissioner's esti
mate of the fair market value of any land. 

Mr. President, that is not cost. That 
is the very thing that has caused the 
scandals up to this time, that the loans 
are not based upon costs, but are based 
upon estimates. So the bill continues to 
permit exactly the same things which re
sulted in conditions making it possible 
for some unbelievable windfalls that 
have been received by the people involved 
over the country. · 

Mr. President, so far as I am aware, 
not a single prosecution has been begun, 
not a single indictment has been brought, 
under the section 608 program. And 
that is the section under which the great 
frauds have occurred. The Senator from 
North Dakota [Mr. LANGER], who sits 
before me, knows, and everyone knows. 
that millions and hundreds of millions 
of dollars were taken in by builders and 
borrowers, and the burden first falls 
upon the renters. Let us not forget that. 

The people who pay the rent have to 
bear the impact of these windfalls first. 
Then the Federal Government which 
insured the loan comes in and pays 
whatever may be left. The Federal 
Government has the contingent liability. 
The Federal Government has insured 
these loans in many instances substan
tially in excess of the actual money in
vested: 

I want to make it clear, Mr. President • 
I am going to continue, so far as my in
fiuence go'es, to ask again and again for 
this Republican administration to indict 
and prosecute - those who are guilty. 
You cannot waste and squander and 
take from the . people $500 million-! 
think the Senator from Indiana gave 
that figure and Coleman Andrews, of 

the Internal-Re.venue Bureau; gave that 
figure-for one program alone, the sec
tion 608 program, without somebody be
ing guilty of something. 

Incidentally, I think there are 14 of 
these programs under Federal Housing 
Administration alone. 

I do not think any law was ever drawn 
as loosely as these housing program 
laws. I say that with all due deference 
to the distinguished chairman of the 
committee and the distinguished former 
chairman-you cannot get $500 million 
in excess loans without some fraud 
somewhere along the line. I am going to 
insist those who are guilty be punished. 
I care not whether they are Democrats, 
Communists, or Republicans. If they 
are guilty they should be punished. 

Mr. CAPEHART. Mr. President, will 
the Senator yield? 

Mr. BYRD. I yield. 
Mr. CAPEHART. The Senator and I 

are in 100 percent accord. In fact, the 
Senator has said more mean things 
about what has happened in this matter 
than I have. 
· I frankly was a little bit offended at 
the statement the Senator made in the 
prepared speech, that this bill was not 
any good. · 

I agree 100 percent that this Republi
can administration and this Attorney 
General had better prosecute some 
people, because I agree there is a lot of 
graft and-corruption. Our committee is 
working night and day on this investi
gation. I just felt a little -bit irked, you 
might say, when I heard that nothing 
had been done, since we have worked on 
this matter diligently to improve the 
legislation. 

Mr. BYRD. I am very sorry that I 
have irked the Senator by that state
ment. I hope the Senator has not lost 
any sleep over it. I am going to con
tinue to irk him if the Senator means 
asking that these people be punished is 
what irks him. 

Mr. CAPEHART. Just give us a little 
time. We will get squared around, too. 
An awful mess can be made in 20 years. 
It cannot be cleaned up in 20 days. 

Mr. DOUGLAS. Mr. President, will 
the Senator yield? 

Mr. BYRD. I yield. 
Mr. DOUGLAS. Has the able Senator 

from Virginia had his attention called to 
the fraud and abuse which has been go
ing .on . in the last 18 months under 
title I? 

Mr. BYRD. I have. 
Mr. DOUGLAS. Has the Senator from 

Virginia observed that the abuse under 
title I has been appreciably less in the 
last 18 months? · 

Mr. BYRD. I do not have any evi
dence on the subject. 

Mr. DOUGLAS. Has the Senator from 
Virginia noticed any prosecutions or in
dictments by the Department of Justice 
of the current abuses under title I? 

Mr. BYRD. I stated a few minutes 
ago-perhaps the Senator did not hear 
me-that so far as I know there has not 
been a single indictment un.der any of 
these FHA programs. I do not know 
why it is necessary to wait months and 
months until the Senator conducts some 
investigation by his committee. 
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We have in this country a form of gov
ernment whereby the 'Congress can ex
pose, but the indictment and prosecu
tion must be handled by the proper de
partment of the Government. It is in
cumbent upon Mr. Brownell to go into 
these things. Mr. Brownell has plenty 
of evidence from the Congress and he 
has the FBI to make his own investiga
tion. I have been informed of no action 
by the Justice Department and I say this 
with all due deference to Mr. Brownell 
and to the Republican Party and to the 
Republican administration. I am not 
accusing them of aeything except what 
appears to be dereliction in this matter 
during the time they have been in omce 
for 18 months. 

I want to see this thing cleaned up. I 
want to see some of these people put 
back of bars, and they ought to be back 
of bars. It is unbelievable that $500 
million in one single program should be 
taken as a profit or a windfall. Some
body was crooked somewhere along the 
line, and many of them were. 

I yield to the Senator. 
Mr. DOUGLAS. Does the Senator 

from Virginia not think that in addition 
to probing the past abuses under section 
608,_ the recent abuses under title I 
should also be probed? 

Mr. BYRD. I agree with all of that. 
I think practically all the titles have 
abuses under them. 

Mr. DOUGLAS. That is true. 
Mr. BYRD. I want to make it clear 

again: Notwithstanding what the Sen
ator from Indiana says, new loans are 
not to be made on the basis of actual 
cost. I have read it to the Senator. It 
says: "and other items of expense ap
proved by the Commissioner." 

That is certainly not on the basis of 
cost. The Commissioner can add any 
item he pleases; whatever his inclina
tion may be. 

The bill also says that a reasonable 
allowance must be made for a builder's 
profit. Nobody knows what is a "reason
able allowance." That is not on the basis 
of cost. 

The bill also says that the land shall 
be estimated at a fair market value. 
That is not on the basis of cost. 

Mr. CAPEHART. Mr. President, will 
the Senator yield? 

Mr. LONG. Mr. President, will the 
Senator yield? 

Mr. BYRD. I . yield to the Senator 
from Louisiana. 

Mr. LONG. Will the Senator tell us 
what percentage of mortgage would be 
guaranteed under the present bill? 

Mr. BYRD. It is 80 to 95 percent of 
actual cost, under the definition of 
"actual cost" in this bill. 

Mr. LONG. I am sure the Senator 
knows if you get as much as a 90-percent 
guaranty and you allow for a contrac
tor's fee or a builder's fee--the terms are 
used interchangeably-that would add 
anywhere from 5 to 10 percent all along. 
Now, the architect's fee would be around 
5 percent. Oftentimes the man who 
builds the project is a contractor. In 
fact, in almost every case he is. He is 
usually a contractor erecting a building 
for himself, because he owns almost all 
of the stock in the corporation. If you 

allow for a builder's fee of 5 percent 
and allow for an architect's fee of any
where from 3 to 5 percent, and then 
you allow the person a fee for develop
ing his own property-that is, for put
ting in his own utilities-he can shave 
10 percent off in those 3 items very 
easily. Therefore, he would have none 
of his own cash equity involved. 

The junior Senator from Louisiana 
tried to point this same matter out on 
section 608, starting in 1949 to 1951. 
The Senator said that sort of thing time 
and again here on the fioor, yet only 
now we are finding out through the 
internal revenue how many of these 
windfall profits were made. 

I would like to suggest to the Senator 
that there is nothing dishonest about 
these people building these projects for 
less than the amount guaranteed on the 
mortgage; but what is wrong about it 
is that it is very irresponsible for the 
Government to guarantee a mortgage on 
which the person borrowing the money 
has no financial obligation whatsoever. 

Mr. BYRD. I agree with what the 
Senator says, but I do say in those sec
tion 608 cases it would have been im
possible for these enormous profits to 
have been made without collusion be
tween those who fix the replacement 
value, when that was the standard, and 
those securing loans, because loans were 
made at 140 percent of the actual value. 
It is inconceivable that there was no 
collusion and graft. 

Mr. DOUGLAS. Mr. President, will 
the Senator yield? 

Mr. BYRD. I yield. 
Mr. DOUGLAS.· Another way in 

which the costs were padded, is it not 
true, is the fact that raw land would be 
purchased at $500 an acre, and then the 
project would be planned, and it would 
be said that with the project to be placed 
on the land the land would now be worth 
several thousand dollars an acre, so that 
there was a writeup of the value of the 
land without any investment, and the 
mortgage was issued not on the cost of 
the land, but on the appraised value of 
the land with its use for the section 608 
projects? 

Mr. BYRD. I will say to the Senator 
that is written in plain language right 
in the bill, "an amount equal to the Com
missioner's estimate of the fair market 
value of the land." 

If the property is owned by the person 
doing the construction he can make a 
profit on the land as well as a profit on 
the building. He can do as the Senator 
says; charge the architect's and other 
fees in it and risk not a single penny, 
under this bill, which is supposed to safe
guard against these scandals and frauds. 

Mr. DOUGLAS. If the Senator from 
Virginia will yield may I say that when 
this bill left the Senate committee there 
was a provision in it that the value of the 
land was to. be the actual cost of pur
chasing the raw land prior to its being 
developed. 

Mr. CAPEHART. Mr. President, will 
the Senator yield? 

Mr. BYRD. .I yield. 
Mr. CAPEHART. If the Senator from 

Virginia will turn to page 21 o! the con-

ference report, he will find the following 
language: 

That such additional amount under either 
(A) or (B) of this clause (11) shall in no 
event exceed the Commissioner's estimate of 
tl:ie fair market value of such land and im
provements prior to such repair or rehabili· 
tation. 

Mr. BYRD. That is exactly the plan 
under the present law, which is the esti
mate of the fair value of the replace
ment. 

Mr. CAPEHART. We discussed the 
question at great length, and the able 
Senator from New York was one who 
insisted in the committee that we should 
write such a provision in the bill; namely, 
that the Commissioner must take the 
land at the price which a person paid for 
it at the time he purchased it, and could 
not value it as a result of any improve
ments made in the way of a building. 

Mr. LEHMAN. Mr. President-
The PRESIDING OFFICER <Mr. 

PAYNE in the chair). The Senator from 
Virginia has the fioor. Does the Senator 
yield for a question; and if so, to whom? 

Mr. BYRD. I yield to the Senator 
from New York. 

Mr. LEHMAN. I think the distin
guished chairman of the Committee on 
Banking and Currency is mistaken in 
stating the position which I took. 

Mr. CAPEHART. What was the posi
tion which the Senator from New York 
took? 

Mr. LEHMAN. I did not take the posi
tion that if a man bought a piece of 
property a long time ago and then de
cided to build an apartment house, or a 
group of small houses on that property, 
with a guaranteed. mortgage, he was 
under any obligation to value the land 
at the price which he paid for it years 
ago. It would be perfectly unfair to do 
that. I" did say he should put it in at a 
price that was reasonable at the time 
the undertaking was started. 

Mr. CAPEHART. The fair market 
value before any improvements were put 
on the property. That is the provision 
to which the able Senator from Vir
ginia objects. 

Mr. BYRD. I do not care how it is 
put in. It is going back to the present 
loose formula. 

I read it again. The FHA Commis
sioner can add other items of expense to 
the construction. All he has to do is 
to put in what he pleases, without limita
tion. Then there is provided a reason
able allowance for the builder's profit. 
Nobody knows what that is. It may be 
10 or 20 percent. Some builders make a 
profit of 20 percent. 

Mr. LONG. Mr. President, will the 
Senator yield? 

Mr. BYRD. I yield to the Senator 
from Louisiana. 
. Mr. LONG. Does it make good stmse 
to lend money to a person who wants to 
build on his own land merely for his 
own profit? 

Mr. BYRD. That is what is being 
proposed. 

Mr. MAYBANK. Mr. President, will 
the Senator yield? 

Mr. BYRD. I yield. 
Mr. MAYBANK. I appreciate what 

the Senator !rom Virginia has said. 
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any time the Government _goes into the 
financing business, no matter whether 
the proposed legislation is considered by 
the Committee on Finance, the Commit
tee on Armed _ Services, the Committee 
on Banking an.d Currency, or whatever 
other -committee may consider it, the 
business people of this country have the 
ability and the means to hire persons who 
make $100,000 a year, more or less, so 
that they can examine the law and get 
around it. With the salaries that per
sons in the Government are paid, the 
Government cannot cope with them, in 
my judgment. I hope the Senator from 
Virginia agrees with me that persons 
hired by such firms are paid 5 and ·10 
times as much as any Member of the 
Senate or of the clerical staff. 

Mr. -BYRD. The Senator from South 
Carolina may be right, but it is the obli
gation of the United States Congress to 
write a law which does not have loop
holes. 

Mr. MAYBANK. How can that be 
done? _ 

Mr. BYRD. The financing· can be put 
on the basis of actual cost. 

Mr. MA YBANK. The Senator is a 
member of the Committee on Finance. 
The Senator must recognize that there 
are probably loopholes -in many laws 
reported from that committee. 

Mr. BYRD. Does the Senator say that 
the same loopholes are going to be con
tinued? 

Mr. MA YBANK. I merely wish to say 
that such firms, with all the money and 
resources at their command, will some
how be able to find ways of getting 
around the law, no matter what kind of 
law the Congress enacts. 

Mr. BYRD. If there is bound to be 
fraud, then we should not enact such a 
law as this. 

Mr. MA YBANK. The same thing 
happened in the Department of Agri-
culture. . 

Mr. BYRD. Does the Senator know 
of any activity that compared to the 
fraud arid unconscionable windfalls such 
as occurred in the FHA? 

Mr. MAYBANK. The Senator from 
Virginia is correct. As far as fraud is 
concerned, I am fearful that those per
sons were within the law. However, I 
hope it is found that they were violating 
the law. 

Mr. President, will the Senator yield 
further? 

Mr. BYRD. I yield to the Senator 
from· South Carolina. 

Mr. MA YBANK. I think persons who 
violate the law ought to be put in jail, 
and fined. However, it must be remem
bered that after years and years of hold
ing hearings, at which witnesses told 
Members of Congress that such things 
could not happen, they did happen. I 
voted for the amendment offered by the 
Senator from Louisiana [Mr. LoNG], pro
viding for 80-percent · loans instead of 
90 percent. · 

Mr. BYRD. Who were the witnesses 
who testified? 

Mr. MAYBANK. The mortgage bank
ers and presidents of real-estate associ
-ations. 

Mr. BYRD. They are ·the people who 
are getting the m~mey. 

Mr. MAYBANK. I know that. I was 
not born yesterday morning. The Sen3..
tor from Virgipia knows that. 

.Mr. BYRD. Did the Senator from 
South Carolina ~ccept the judgment of 
those witnesses on the matter? 

Mr. MAYBANK. I did not. I voted 
for the amendment" offered _by the Sena
tor from Louisiana. The record shows 
that. I did not accept the judgment of 
the' late Senator Wherry when section 
608 was extended. No; I would not ac
cept the judgment of such persons. But 
whose judgment is the Senator going to 
accept? 

Mr. BYRD. I would not accept the 
judgment of interested parties who are 
to get the money. 

Mr. MA YBANK. We had testimony 
from bankers, real-estate men--

Mr. BYRD. They are the ones who 
are getting the money. 

Mr. MAYBANK. There were witnesses 
from veterans organizations, the Veter
ans of Foreign Wars, the Jewish War 
Veterans, the Farm Bureau, the Grange, 
and other organizations. All those per
sons testified in favor of the law. I do 
not know of anyone who was against it. 
But I think a lot of people are against it 
now. 

I am in favor of seeing that what the 
Senator from Virginia has suggested be 
done. The persons who are guilty of 
fraud should be put in jail. However, I 
wish to say that in my judgment a great 
many people may have made a great deal 
of money under the law that the Con
gress enacted. 

Mr. BYRD. Some did and some did 
not. 

Mr. MA YBANK. Of course, and the 
ones who violated the law will be pun
ished--

Mr. BYRD. The frauds amounted to 
$500 million in 1 program. . 

Mr. MAYBANK. I think as much as 
$3 billion has been made. 

Mr. BYRD. I am speaking of the sec
tion 608 program only. There are 14 
programs altogether. 

Mr. MA YBANK. I am not .arguing 
with. or questioning the Senator's state
ments. I merely wish to have the record 
clear that Congress enacted a law. I 
believe the Senator from Virginia added 
certain amendments to the bill which 
we accepted. 

Mr. BYRD. No. I offered 10 amend
ments, and only 4 were accepted, and I 
shall discuss the matter of these amend
ments. 

Mr. MAYBANK. That is a pretty 
good batting average. 

Mr. BYRD. You should analyse what 
was done. 

Mr. MAYBANK. I rose only to make 
my position clear because, having been 
former chairman and having been on 
the committee, as the Senator -knows, 
since 1944, I cannot recall a single per
son who came before our committee and 
testified otherwise than what I have 
stated. The witnesses testified that 
what did happen could not happen. I 
voted for the Long amendment . . I voted 
against continuing section 608. I fought 
it to the end. The junior Senator from 
Virginia [Mr. RoBERTSON] and I voted 
for the Long amendment. The junior 

Senator from Virginia is present, ~d 
he knovis that. 

Mr. : ROBERTSON. Mr. President, 
will the Senator yield? 

Mr. BYRD. I yield to the junior Sen
ator from Virginia. 

Mr. ROBERTSON. In conference we 
supported the Byrd amendments. The 
main one was the . one that required the 
lender. to ma_ke a certificate. The House 
Members would not accept it. We did 
put in a stiff requirement for builder 
compliance. The lenders, the insurance 
companies located in New York and 
Connecticut, did not have appraisers lo
cated all over the . United States, and 
they would not lend the money. 

But I wish to commend the statement 
of the senior Senator from Virginia that 
there are loopholes in the bill. I can 
explain primarily why they are there. 
The chairman of the committee and the 
Senator from South Carolina [Mr. MAY
BANK] will recall that when we first got 
the administration bill, I said the best 
way to plug the loopholes is not to guar
antee any mortgage more than 80 per
cent. But the administration, in order 
to stimulate the building of certain types 
of houses, went up in its recommenda
tion to 100 percent. 

Mr. MAYBANK. If the Senator from 
Virginia .will yield, let me say we fought 
that to the end, and so did the chairman 
of the committee. 

Mr. ROBERTSON. That now puts 
the administration on notice of its re
sponsibility. 

Mr. BYRD. Mr. President, let me say 
to my colleague that the responsibility 
is that of the Congress of the United 
States. We who serve in Congress do 
not have to pass this measure if it is 
wrong. Instead, we can defeat it. We 
can send it back to the conference com .. 
mittee, and can have drawn-another con
ference report which does not have in it 
these loopholes. We cannot place the 
responsibility on the one who recom
mends what we do. 

Mr. MAYBANK. Mr. President, I 
do not think the Senator from Virginia, 
with his knowledge of me and in view of 
his association with me over such a long 
period of years, believes that I would 
listen · to anything the administration 
sent here. 

Mr. BYRD.. I know that. But the 
argument is being made that the ad
ministration is responsible for these 
things. I say Congress has some re
sponsibility. 

Mr. ROBERTSON. But my colleague 
has missed my point. we got one ad
ministration recommendation which 
had the objective of stimulating the con
struction of certain types of housing. 
With respect to that type, the Govern
ment-support program is rather liberal. 
That does not mean there will be crook
edness in it; if it is honestly adminis
tered, there will be no unconscionable 
and improper profits. 

Mr. BYRD. Mr. President, I should 
like to complete my discussion of the 
amendments · which were carefully 
worked out. We offered 10. Four were 
finally adopted, rome with modifications. 

I wish the Senate to understand that 
the 10 amendments which I prepared for 
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the housing bill when it was before the 
Senate were neither conceived nor in· 
tended as plugs for loopholes in Federal 
housing programs. These programs by 
their nature are themselves loopholes. 

These amendments as drafted were in 
the form of a new title to be added, 
applying to all housing legislation under 
the Housing and Home Finance Agency 
jurisdiction, to provide for full respon· 
sibility and full disclosure. 

If, as admitted Saturday night by the 
junior Senator from Virginia £Mr. RoB· 
ERTSON], and the Senator fro~ South 
Carolina [Mr. MAYBANKJ, who have had 
years of experience in drafting housing 
legislation, it is impossible to write hous· 
ing legislation capable of strict enforce· 
ment, it seemed to me that assuming 
these programs are to be continued; the 
next best thing was to provide at least 
for full disclosure of what was going 
on within them and for eliminating any 
doubt as to where the responsibility lay. 

We offered the amendment, as the 
Senator from Indiana will recall, that 
gave the authority to Mr. Cole. He came 
to my office and said he was not even 
admitted into the doors of the other 
housing organizations and departments 
that were under him. The Senator from 
Indiana said a reorganization bill was 
coming in, in regard to this phase of 
the matter, and he asked me to with· 
draw the amendment, which I did. 

For full disclosure one of my amend· 
mentS would have provided: 

First. Requirement that records capa· 
ble of effective audit ·be kept by the 
agency and by the recipients of the 
loans-direct and insured-and grants. 
This amendment was adopted by the 
Senate and remains in the bill. 

That shows how loosely drawn the 
legislation has been, Mr. President
when it is -necessary to amend the bill 
so as to require that records capable of 
effective audit be kept. Up to this date 
there have been very few records that 
have any value. 

The second ·amendment provided per· 
missive authority of the United States 
General Accounting Office to audit perti· 
nent books and accounts of recipients of 
loans-direct and insured-and grants. 
This amendment was acceptable to the 
chairman of the Senate Banking and 
Currency Committee only with respect 
to the Public Housing Administration. 

I agreed to withdraw the amendment 
providing for permissive audits by the 
General Accounting Office of related 
books and accounts of recipients of FHA 
programs on Banking and Currency 
Committee advice that this was covered 
in the bill. Actually, it is not provided. 
The bill provides only for audit by FHA. 
In effect, this means FHA is auditing 
its own accounts. The General Ac· 
counting Office, as the agent of Con· 
gress, has no authority to go beyond the 
books and records of the FHA. Frankly, 
if anyone is going to audit private books 
and papers, I would prefer an audit by 
the independent General Accounting 
Office to a self-serving audit by the 
FHA. As the bill stands now, the Gen
. eral Accounting Office, in an effort to 
get the facts about any future mess, may 

go to the books and accounts of local 
agencies under contract with the Public 
Housing Administration, but it cannot 
go to the pertinent books and accounts 
of builders and others who may be bene
ficiaries of windfalls under the Federal 
Housing Administration programs. 

The third full-disclosure amendment 
would have required that actual cost be 
included as a factor in any formula for 
determining rental rates or sales prices 
for any property on which Federal agen
cies are authorized to regulate or restrict 
rents or sales. This amendment was 
adopted by the Senate. But it was de· 
leted in the conference on the grounds 
that it would have been an incentive to 
padding costs, that it would penalize effi
cient builders, and that the cost-certifi
cation provision in the bill would provide 
sound and adequate basis for determin
ing rentals. 

Mr. President, I have read the substi
tute, and it is full of loopholes. 

Combined with other amendments, as 
they were offered, the Housing and Home 
Finance Administrator could have pre
vented padding housing costs. Tenants 
are just as much entitled to some of the 
benefits of efficient construction as are 
the builders in a public program. When 

·public credit is involved, there is an ob
ligation on the part of the Federal cus
todian to assure efficient use of it. The 
cost-certification provision in the bill is 
based on an open-ended cost definition. 

The fourth full-disclosure amendment 
would have required written authoriza
tion from the Housing and Home Finance 
Administrator for use in advertising and 
promotion of the words "insured," "guar
anteed," "inspected," "approved," or 
"appraised" by the HHFA or its con
stituent agencies. This amendment was 
adopted by the Senate, but was changed 
in conference. 

In the conference report, to adver
tise falsely in this manner is made a 
crime. This differs from the amend
ment the Senate adopted, to the extent 
that it provides for after-the-fact 
action. My amendment would have re
quired approval before such advertising 
could be foisted on the public. 

The fifth full-disclosure amendment 
would have required full and complete 
annual reports to Congress. This 
amendment was adopted by the Senate, 
and it is substantially retained in the 
conference bill. 

For full responsibility, my amend
ments would have provided, first, fixing 
responsibility with adequate authority 
for all functions and programs under 
the agency squarely on the Housing and 
Home Finance Administrator. He could 
delegate the work, but not in a manner 
to relieve himself of any responsibility. 
I withdrew this amendment, as I have 
said, on representation by the commit
tee that there would be a Presidential 
reorganization plan to accomplish this 
purpose. So far, no such plan has been 
presented to Congress. 

When the plan did not arrive in time 
to be taken up at this session, I wrote 
to the Bureau of the Budget, which pre
pares reorganization plans, on June 29, 

. and inquired as to whether such a plan 

was intended. · The Director of the 
Budget has now replied, saying: 

The President has been aware of the de
fects in the organization of the Housing 
and Home Finance Agency and the inade
quacy of the Administrator's authority over 
internal management of the Agency. Addi
tional authority has, however, been con
ferred on the Administrator by the Inde
pendent Oftlces Appropriation Act of 1955. 

This language, in effect, reaffirms 
what Reorganization Plan No. 2 of 1947 
intended. But within the last few 
months Mr. Cole has said he did not 
have authority commensurate with his 
responsibility, and actions by constitu
ent units within_ the Housing and Home 
Finance Agency have confirmed his con
tention. 

My second full responsibility amend
ment provided that, as a condition for 
coz:tsideration of loan-insurance appli
catiQns, a .cert~cation of a . prospective 
lending institution, by its own independ
ent. appraisal, that it believes the pro
posed project to be sound. As a check 
against appraisals by the Housing 
Agency, this would be a protection to 
the Administrator, and it would put this 
much responsibility on the lending in
stitution. 

This amendment was adopted by the 
Senate. But it was deleted in conference 
on the contention of lending institutions 
that they did not have adequate per
sonnel to inspect the loans, and that the 
so-called share-the-risk amendment in 
the bill was adequate to make lenders 
more selective in their loans under title· 
I. The attitude . of the lending institu
tions on this amendment is disappoint
ing. They are insured against risk on 
these loans; and they are unwilling to 
assist the Government in determining, 
in their own communities, whether the 
loans should be made. The so-called 
share-the-risk amendment applies only 
to the home repair and improvement 
loans. It has nothing to do with con
struction loans. 

My third full-responsibility amend
ment would have required submission of 
itemized specifications with each appli
cation for a project loan, grant or loan 
insurance, including actual-cost esti
mates. · These estimates would have in
cluded every item the applicant consid
ered to be a cost. Under the amendment 
the specifications and cost estimates 
could be accepted as a whole by the Hous
ing and Home Administrator, or he could 
reject them, or could modify any item. 
This would have established responsibil
ity for the amount approved, and would 
have provided a basis for responsible 
inspection and advertising. 

The Senate adopted this amendment. 
But the conference excluded the FHA 
from the application of the amendment. 
It now applies only to public housing 
and slum clearance. It is contended that 
submission of specifications and cost 
estimates are impracticable for FHA 
programs. With that reasoning I do 
not agree. 

But at the same time it Is admitted 
that the amendment would be practi
cable for public housing and slum clear
ance. I do not follow that reasoning. 
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My fourth full-responsibility- amend

ment would have tightened up inspec
tion, to assure that the specifications ap
proved by the administrator have been 
met. This would have protected the Ad
ministrator's responsibility to the Gov
ernment and would have met his respon
sibility to the purchasing public. I with
drew this amendment on the committee 
representation that, for all practical pur
poses, it was covered in the committee 
bill. 

The bill has a warranty provision 
which provides for certification that 1.:. 
to 4-family residences have been con
structed in conformity with plans and 
specifications. ··The warranty provision 
does not apply to the multiunit con
struction program. 
· I fully agree with my colleague from 
Virginia [Mr. ROBERTSON] and the Sen
ator from South Carolina [Mr. MAY
BANK], who, on Saturday, expressed the 
opinion that "Congress cannot write a 
law that will be capable of strict enforce
ment in this field." 

I have read volumes of Federal hous
ing laws and hearings, and still more 
volumes of regulations. In summary, 
they have attempted to subsidize, in one 
form or another, borrowers and lenders, 
builders and brokers, buyers and sellers, 
tenants and landlords, rural and urban 
people, veterans and military service 
people, colleges and the indigent, local 
·and Territorial governments, ad in
finitum. 
; In addition to this kind of underlying 
philosophy . Federal housing programs 
have at least three fut;ldamental weak
nesses. These weaknesses are: 
! First. Too much public money and 
credit, and this bill makes more available 
according to Mr. Albert M. Cole, Hous
ing and Home Finance Agency Admin
istrator; 

·· Second. Loose legislation, as Senators 
RoBERTSON and MAYBANK have indicated, 
and despite all the efforts to plug the 
loopholes the bill is still open to evasion 
and exploitation; and 

Third. The third fundamental weak
ness is irresponsible administration 
which the bill does not correct. 
· In consideration of the legislation rep
resented by this conference bill, it should 
not be overlooked that there have been 
nearly 40 Federal housing programs in
volving some $60 billion in public money 
and credit. 

There are 2 Veterans' Administra
tion programs through which there 
have been nearly $23 billi'on in direct and 
guaranteed loans. There is no limita
tion on authority to guarantee VA hous
ing loans. There are still other housing 
programs in the Military, ·Interior, and 
.Agriculture Departments. 

But more than half of this public 
money and credit, an aggregate of some 
$35 billion, in Federal appropriations, 
grants, direct loans and insured loans 
have gone out through some 30 programs 
which are now gathered under the Hous
ing and Home Finance Agency. This is 
exclusive of the Home Loan· Bank Board. 
This bill involves Housing and Home 
Finance Agency ·programs. 

Most of the loan authority under the 
Housing and Home Finance Agency re
volves, and -when repayments are made 
the program can use the authority to in
sure more . loans. At present there is 
$17,500,000,000 outstanding in FHA in
sured loans alone. 

As to the new authority in this bill, I 
quote verbatim from a letter signed by 
Administrator Cole. Under date of 
July 23, 1954, Mr. Cole wrote to me as 
follows: 

As requested in your letter of July 16, the 
following table will give you the amount of 
net new authority in the pending Housing 
Act of 1954 for direct loans, insured loans, 
and grants: 

Insured loans: 
FHA-all programs except 

title !_ ________________ $1, 500, 000, 000 
Additional ·authority in 

ses is open at the end to allow the FHA 
Commissioner · to throw in all other ad.:. 
ditional expenses he can find, and with 
respect to land, actual cost is defined as 
the FHA Commissioner's open-end esti
mate of fair market value. 

With this two-part definition of ac
tual cost wide open at both ends, in view 
-of the philosophy of the legislation, and 
on the record of the attitude of both 
the administrators and the recipients of 
FHA programs, there is not much dif
ference between what is possible under 
this provision and the old estimated re
placement cost formula. 

The only construction costs affirma
tively omitted from the present estimated 
replacement cost formula are kick
backs, rebates or trade discounts. The 
actual cost definition says the estimated 
fair market value of land cannot include the President's discre-

tion __________________ _ 

Direct loans: 
Advances for planning 

500, 000, 000 improvements, but it does not prohibit 
including the increased value resulting 
from an insured loan commitment. 

public works __________ _ 
Public facility loans (re

volving fund)---------
Farm housing-title I, 

Housing Act o.f 1949 ___ _ 
Grants: 

Planning grants ________ _ 
Annual contributions for 

farm housing _________ _ 

10,000,000 Most frequently land is all the bor
rowers put up in the FHA programs, and 

50, ooo, ooo under this cost definition they will get 
the benefit of the FHA Commissioner's 

110, 000• 000 estimate of fair market value, presum:
ably including the increased value re-

5' 
000

' 
000 suiting from the loan commitment, which 

2, ooo, ooo may be far in excess of actual costs. 
Land deals have been one of the prin-

As to loose legislation, one of the big cipal gimmicks in FHA practices up to 
loopholes in Federal Housing Adminis· date. Trading in insured loan commit
tration construction programs to date ments on undeveloped land has not been 
has been insuring loans on the basis of an uncommon practice. 
a percentage of estimated replacement None of the basic laxity in the slum
costs; not actual cost. The estimates of clearance program has been fixed. 
replacement cost have been m~de or ap- There is no formula or standard for fiX
proved by those charged with promoting ing maximum payments for property ac
the program. quired or fixing minim.um charges on 

In too many instances the percentage property sold. And therefore, there is 
of replacement cost exceeded by far 100 no standard by which the loss to the 
percent of actual cost and in some in- public can be controlled. 
stances as much as 140 percent. 

Members of the Senate and conference The Government has no protection 
committees have done their best to plug against exploitation of the program in 

the locality except a contract. If the 
this loophole by requiring a certification contract is violated, the Government's 
of actual cost which the bill attempts to recourse is limited to taking over proj
define. I am fully aware of the difficulty ects which it does not want. 
of writing such a definition. And when 
you analyze the definition in the bill, The program still contemplates taking 
you find the wide open spaces which have over open areas · where there are no 
been the source of Federal housing pro- slums to clear, and it still contemplat~s 
gram evils. taking private property from one indi-

The definition of actual cost as written vidual and disposing of it to another 
into this bill may be divided into two individual for private gain. 
parts. one part is concerned with build- The conference bill limits low-rent 
ing expenses, and the other part is con- public housing to localities with slum
cerned with land estimates. clearance areas, and confines it to the 

With respect to building expenses, the requirement for relocating families dis
bill defines actual cost as including, but placed by another Government pro-
not limited to, labor, materials, construe- gram. . 
tion contracts, off-site public utilities, Here again the Government is pro
streets, organizational, legal, and then tected only by a contract; and if the 
it adds other expenses approved by the contract is violated it has no recours~ 
Commissioner. This is the Federal Hous- except to take over the property which 
ing Commissioner; not the Housing and it does not wa'nt . 
Home Finance Administrator. Allow- It is possible for the Government 
ance is also made for builders' profits loans-direct~ insured, and guaran
where borrowers are builders. teed-grants and appropriations under 

With respect to land estimates, the bill all three of these programs-Federal 
defines actual cost as not actual cost at Housing "Administration, Slum Clear• 
all, but an amount equal to the FilA ance Division, and Public Housing Ad
Commissioner's estimate of fair market ministration-to be pyramided within 
value of the land or lease before im- ··one area. 
prdveinents. · With respect to irresponsible admiiiis .. 

In analysis, the definition of actual tration in the Hol.ising and Home Fi .. 
cost with respect to construction experi .. _· nance Agency. there are at least two 



12370. CONGRESSIONAL~ RECORD- SENATE 'July 2$ 

virtually autonomous agencies witlibi~ 
the Housing and Home Finance juris··· 
diction, each with an independent ad
ministrator and each apparently with 
little regard for the Housing and Home .. 
Finance Agency Administrator's respon- "' 
sibility for their activities. One of these 
agencies is the Federal Housing Admin· 
istra tion. The other is the Public Hous
ing Administration. 

Mr. Cole personally has told me that 
the FHA would not let him through its 
doors. 

When this bill was before the Senate, 
I offered a new. title to it in the form of 
an amendment for full responsibility 
and disclosure. The theory of the title 
was if we must have Federal housing leg
islation incapable of strict enforcement, 
then at least we could have the responsi
bility for these programs nailed down, 
and full disclosure of what was going on 
within them. 

The first amendment in this proposed 
title was the full responsibility amend
ment which simply provided that the 
Housing and Home Finance Adminis
trator should have full authority com
mensurate with his responsibilities for 
all the programs under the jurisdiction 
of the Agency. 

I was urged to withdraw this amend
ment with the understanding that there 
was to be a Presidential reorganization 
plan to accomplish the same purpose. 
The reorganization plan has not arrived, 
and I am advised by the Bureau of the 
Budget that there will not be one at this 
session. 

Now I am told that such authority was 
given the Administrator by language in 
the independent offices appropriation 
bill. How effective this language may be 
in the future remains to be seen. Before 
the independent offices bill was passed, 
the Housing and Home Finance Agency 
Administrator told me the FHA would 
not let him in the door, and since the 
independent offices bill was passed the 
Public Housing Administration has 
rushed to the Hill to tell me when PHA 
information was desired we should call 
upon the Public Housing Administration 
and not Mr. Cole's office. 

As to the other nine amendments in 
the suggested full responsibility and dis
closure title~ 

The Senate adopted my amendment to 
require submission of independent ap
praisals with application for FHA loan 
insurance and to place some responsi
bility on the lenders, but this was de
leted in the conference. 

The Senate adopted my amendment 
to require that actual costs be included 
as one of the factors in any formula for 
determining Federal housing rental rates 
and sale prices. This was deleted in 
conference. 

The Senate adopted my amendment to 
require an application for Federal hous
ing aids to submit full specifications with 
respect to the project and giving the 
Administrator the authority to approve, 
disapprove or modify them. The con
ference limited this to public housing. 

I offered virtually identical amend .. 
ments with respect to auditing by the 
General Accounting Office of FHA and 

PUblic Housing. The amendment affect
ing public housing was accepted by the 
Senator from Indiana [Mr. CAPEHART], 
and adopted by the Senate. The amend
ment affecting FHA was unacceptable to 
the Senator from Indiana. 

Likewise an amendment for Federal 
inspection of Federal housing projects 
was unacceptable to the Senator from 
Indiana on the grounds that it was taken 
care of elsewhere in the bill. It is hoped 
this comes to pass. 

Of 10 amendments offered in the Sen
ate in the nature of a full disclosure and 
responsibility title applicable to all of 
the major programs under the Housing 
and Home Finance Agency, 4 survived. 
One required all beneficiaries of these 
programs to keep records. Another re
quired fuller reporting to Congress by 
the Housing and Home Finance Agency. 
The third required honesty in adver
tising. The fourth provided GAO audit 
of Public Housing Administration. 

Perhaps some of the loopholes in the 
housing programs have been plugged. 
But by their nature these programs con
stitute a bonanza for those ·who would 
exploit them for private gain at public 
risk. 

How much of all this public money 
and credit has gone into housing, and 
how much has gone into the pockets of 
profiteers, no one will ever know. Most 
of the loans are for 20 to 40 years and 
it will be a long time before it can be 
determined how much the loss will really 
amount to in terms of dollars. But this 
much is certain. The original impact 
of excessive loans falls on those who rent 
and buy the houses because the rents 
and prices are based on amortization of 
the high loans. Ultimately the losses in 
the sour loans fall on the backs of tax
payers ·generally. 

With this vast amount of public money 
. and credit available; with the kind of 
administration and exploitation we have 
experienced; and with the continuing in
vitation to immorality which is inherent 
in the program, there is not much reason 
to expect more than temporary reprieve 
while the :floodlights of investigation are 
in full glare. 

Cleansing this Augean stable will re
quire more than a few stopgaps hurried
ly legislated even before investigation is 
fairly started. 

I desire to be recorded against adop
tion of the conference report, as I was 
against original passage of the bill. 

Mr. LANGER. Mr. President, will the 
Senator yield for a question? 

Mr. BYRD. I yield. 
Mr. LANGER. Was the Senator from 

Virginia one of the conferees represent
ing the Senate on this bill? 

Mr. BYRD. I was . not a member of 
the committee. 

Mr. LANGER. Can the Senator tell 
us about the 10 amendments to which 
he referred, particularly as to whether 
they were proposed at the conference? 

Mr. BYRD. I offered 10 amendments 
on the floor. Seven of them were adopt
ed by the Senate. Four of the amend
ments were approved by the conference 

. committee. 

Mr. LANGER. Can the Senator tell 
us about the three that were rejected? 

Mr. BYRD. Yes; I ·just read them. 
Mr. LANGER. The Senator from 

North Dakota was temporarily diverted, 
and he did not hear the Senator make 
that explanation. I wonder whether the 
Senator would brie:fiy tell us about the 
three amendments that were rejected by 
the conference committee. 

Mr. BYRD. The Senate adopted my 
amendment to require submission of in
dependent appraisals with application 
for FHA loan insurance and to place 
some responsibility on the lenders, but 
this was deleted in the conference. 

Mr. SPARKMAN. Mr. President, will 
the Senator yield? 

Mr. BYRD. First, I should like to an
swer the question of the Senator from 
North Dakota. 

The Senate adopted my amendment 
to require that actual costs be included 
as one of the factors in any formula for 
determining Federal housing rental rates 
and sale prices. This was deleted in 
conference. 

Mr. CAPEHART. Will the Senator 
yield? 

Mr. BYRD. I should like to finish my 
explanation. 

Mr. CAPEHART. I just wanted to 
give the reasons why the conference com
mittee turned that amendment down. 

Mr. BYRD. I understand. The Sen
ator from Indiana may make his ex
planation later. I first wish to answer 
.the questions pf the Senator from North 
Dakota. The third amendment deleted 
in conference required an applicant for 
Federal housing aids to- submit full 
specifications with respect to the project 
and giving the Administrator the au
thority to approve, disapprove, or modify 
them. The conference limited this to 
public housing. 

Mr. LANGER. As I understand the 
Senator's position, it is that the present 
bill is not much better than the present 
law, under which all this corruption took 
place. Is that correct? 

Mr. BYRD. I think it is somewhat 
better. However, I think the main ques
tion still exists in regard to the estimated 
costs. I will read to the Senate from 
the report. 

The bill provides that the term "actual 
cost" has the following meaning: <D in 
case the mortgage is to assist the financ
ing of new construction, the term means 
the actual cost to the mortgagor of such 
construction, including amounts paid for 
labor, materials, construction contracts, 
off-site public utilities, streets, organiza
tional and legal expenses, and other 
items of expense approved by the Com
missioner. 

- In other words, he can add any items 
he pleases. That is not actual cost. In 
addition to that, reasonable allowance 
for builder's profit if the mortgagor is 
also the builder as defined by the Com
missioner. In other words, a man who 
builds his own project and borrows 
money would have his profits included 
on the basis on which the loan is made. 
In addition, an amount equal to the 
Commissioner's estimate of the fair mar
ket value of any lands is defined as "ac-
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tual cost." I contend the chief loophole 
in the present legislation still exists in 
the bill, namely, that the loans are not 
made on the basis of actual cost. 

Mr. LANGER. Mr. President, I thank 
the Senator. 

Mr. CAPEHART. Mr. President, will 
the Senator yield so I may answer each 
one of the Senator's statements? 

Mr: BYRD. Yes. 
Mr. CAPEHART. Suppose the Sena

tor is correct, and the Commissioner is 
not going to do an honest job and he is 
going to allow costs that should not be 
allowed. Does not the bill state that if 
there is an overage it must be applied 
to the mortgage? 

Mr. BYRD. If it reduces- . 
Mr. CAPEHART. To reduce the mort

gage. Therefore the Federal Govern
ment does not guarantee the amount 
that is reduced. 

Mr. BYRD. Who will determine that 
the cost of the land was excessive or that 
items of expense are excessive? Who 
will determine what the builder's profits 
should be? 

Mr. CAPEHART. The able Senator 
knows that the bill specifically provides 
that if there is an excess over the 90 
percent or 80 percent or 95 percent-de
pending upon the title of the bill-that 
when the job is completed all the costs 
are totaled up. 

Mr. BYRD. Just a moment, please. 
It says "and other items of expense ap
proved by the Commissioner." 

Mr. CAPEHART. Of course there may 
'be other items that will have to be ap
proved by the Commissioner. 

The Senator is making a mountain out 
of a molehill. Certainly there might 
have been other items of expense. There 
might have been attorneys' fees. It is 
not possibJe to think of every conceivable 
item of expense which a person might 
legitimately incur. I repeat, a mountain 
is being made out a molehill. 

Mr. LANGER. Mr. President, will the 
Senator yield? 

Mr. BYRD. I yield. 
Mr. LANGER. Some of the repre

sentatives of very big concerns have 
suites in the Mayfiower Hotel and other 
hotels where, week after week, they en
tertain visitors, and then charge such 
expense to the building contracts. As 
I understand, the Senator from Virginia 
objects to such items of expense being 
included. 

Mr. CAPEHART. Those are expense 
items which should be controlled by an 
honest administrator. Perhaps there 
are other things being done which, as 
the able Senator says, are wrong and 
should be avoided. But it is not pos
sible to write into a bill every legitimate 
expense which might well arise. I say 
that a mountain is being made out of 
a molehill. 

Mr. LANGER. Could it not be done 
by eliminating the provision to which 
the distinguished Senator from Virginia 
objects-items of other expense? 

Mr. CAPEHART. How could that be 
done when there might be other legiti
mate expenses? 

Mr. BYRD. It simply says ''ex
penses." 

. Mr. CAPEHART. Perhaps it would 
have been better to have included the 
word "legitimate." 

Mr. BYRD. The provision for esti
mated replacement value has been the 
cause of excessive loans. Here provi
sion is included for a reasonable allow
ance for a builder's profit. 'What will 
it be? Ten percent? Twenty percent? 

Mr. CAPEHART. It will be limited 
by regulation. When the actual bal
ances are totaled up, if the total amounts 
to more than 90 percent of the actual 
cost of the project, that excess amount 
must be repaid on the mortgage. 

Mr. BYRD. That is just like going 
around the barn or around a circle. 

Mr. CAPEHART. We do not care how 
much money they spend themselves. 

Mr. BYRD. I submit that while at
tempt has been made to tighten up the 
bill it still has many loopholes. 

Mr. CAPEHART. I do not maintain 
that it is a perfect bill. The only regret 
I have is that the able Senator from 
Virginia did not appear before the com
mittee. 

Mr. BYRD. I made a lot of informa
tion available to the committee. But 
no one requested me to appear before 
the committee; otherwise I would have 
appeared. 

Mr. CAPEHART. The Senator from 
Virginia did not· testify before the com
mittee. 

Mr. BYRD. No one asked me to ap
pear before the committee. I have made 
available to the Committee on Banking 
and Currency a large amount of infor
mation. 

Mr. CAPEHART. All the information 
which the Senator from Virginia sent 
us had already been furnished by the 
Internal Revenue Service. 

Mr. BYRD. Perhaps so. But if the 
committee had called upon me to ap
pear, I would have been glad to appear. 

Mr. CAPEHART. Let me answer, if 
the Senator will permit me to do so, the 
question about the independent ap
praisal business. I rather think the able 
Senator from Virginia was right about 
that. I said so in the conference. I 
think those gentlemen ought to state 
whether they were sound loans. But the 
statement which the able Senator fa .. 
vored included all the title I loans, mean
ing loans of $300, $400, or $500. No bank 
could say whether or not a roof was 
needed over a house, and whether the 
loan was sound or not, without a large 
number of inspectors and analysts. So 
the conferees took the position that that 
provision should be eliminated. I did 
not agree. I thought it might still be 
done. But the majority won. The Gen
eral Accounting Office can look at the 
FHA records. The General Accounting 
Office does not need any additional leg
islation to audit the FHA accounts; it 
has that right now. 

Mr. BYRD. The General Accounting 
Office cannot audit the books of the per
sons who have made profits, but can only 
audit the FHA. The FHA did not have 

· the information. Mr. Cole said he could 
not give me the cost of a single project. 

Mr. CAPEHART. The able Senator 
from Virginia does not have all the facts. 

As to section 608 projects, the FHA has 
the right to audit the books. Moreover, 
under this bill, cost certificates on multi
familY housing must be filed with FHA 
and GAO will have access to these. 

Mr. BYRD. What books? 
Mr. CAPEHART. The books of the 

individual. 
Mr. BYRD. The able Senator is mis

taken. That is not correct. 
Mr. CAPEHART. I think the facts 

will support me. 
Mr. BYRD. I differ with the Senator. 

I have consulted with the General Ac
counting Office. They do not h~=tve the 
right to audit the books of those who do 
not deal with the Government, and it is 
not provided in this bill. 

Mr. CAPEHART. They have a right 
to do it if the FHA has the records GAO 
wants· to see. If the FHA wanted the 
General Accounting Office to do it, the 
General Accounting Office could do it. 
· Mr. BYRD.' What· is the objection to 
including such a provision in the bill? 
If that right exists, it could be set forth 
in the bill. 

Mr. CAPEHART. I do not maintain 
that this is a perfect bill. I do not 
maintain that a better bill could ·not 
have been written. I am only one of the 
conferees. I am 1 of 28. The House of 
Representatives is still a part of the 
Congress of the United States. The 
Members of the House have something to 
say, and they said it in this instance. 

The committee's investigation came 
upon us after our hearings on the pro
posed legislation had been finished. It 
c21,me upon us after the House had 
passed its bill and had sent it to the 
Senate. The Senate committee has held 
partial hearings. We have not done as 
thorough .a job as we contemplate doing. 
When the committee has concluded 
with its investigation this year, and re
turns in January, I think possibly there 
will be a good many suggestions to be 
made with reference to the whole 
matter. ) 

It may well be that the able Senator 
from Virginia is correct in some of his 
contentions. I am not saying that he is 
not. I am simply trying to explain what 
the conferees did. I am endeavoring to 
give some of the reasons which they put 
forward for doing certain things and for 
not doing certain things. 

While I think that a better bill might 
well have been written, I merely want to 
go on record as saying that I think it is 
at-present a good bill. 1 

Mr. LANGER. If the bill is not a good 
bill, and if a better bill can be written, I 
say that we ought to write it. 

Mr. BYRD. That is my opinion. I 
do not say that nothing has been done. 
I simply said that if loopholes have not 
been closed, they should be closed. 

Mr. IVES. Mr. President, it is with 
considerable reluctance that I feel com
pelled to oppose the action taken by the 
Senate and House conferees on H. R.ll 
7839, the so-called Federal Housing Ac1i 
of 1954. Although there are many pro-. 
visions contained in this bill which are 
very beneficial to the building industry 1 
and to the private home owner, its public-: 
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housing proVlSions are wholly inade
quate. During the Senate's recent con· 
sideration of H. R. 7839, I called atten
tion to the great importance of a con
tinued public housing program as an 
integral part of any housing legislation 
to be favorably considered by the Con
gress. Moreover, the President and his 
Advisory Committee on Housing recog
nized the basic need for the continuance 
of public housing at this time to aid and 
encourage our communities in their 
efforts to abolish slums. The Senate 
clearly understood this need and over
whelmingly adopted the public housing 
recommendations made by the President 
to the Congress, which would have pro
vided for the construction of 140,000 
public housing units during the next 
4 years. Although I believe that the 
construction of a much greater num
ber of units is needed during this period, 
the action taken by the Senate would 
have done much to alleviate the critical 
housing situation that exists for low
income families in many of our large 
metropolitan areas. 

Because of the aetion taken by a ma
jority of the Senate and House conferees 
on H. R. 7839 with respect to public 
housing, I declined, as a conferee, to sign 
the conference report. The public hous
ing provisions of H. R. 7839, which is now 
before the Senate, are a sham and a 
delusion and in no way resemble the 
public housing program recommended by . 
the President. 

Section 401 of H. R. 7839 now provides 
for an additional 35,000 public housing 
units during the :fiscal year 1955, but only 
when the following restrictive conditions 
exist: 

First. Public housing projects can be 
constructed only in communities where 
slum clearance and urban renewal proj
ects are being carried out with assist
ance under title I of the Housing Act of 
1949, as amended. 

Second. If this condition is met, and 
only if this condition is met, then such 
public-housing projects can be con
structed only if the local governing body 
of the community undertaking the title I 
projects certifies that a low-rent public
housing project is needed to assist in 
meeting the relocation requirements of 
that act by providing housing for persons 
directly displaced by the slum-clearance 
operation. 

If these conditions can be met, then 
public-housing projects may be con
structed in such communities, but only 
to _provide housing for families displaced 
as a result of Federal, State, or local gov-· 
ernmental action in these communities. 
These provisions of H. R. 7839 clearly vio
late the principle of local determination, 
in that public-housing assistance will be 
denied to communities wishing to under
take slum clearance by methods other 
than Federal assistance under title I of 
the Federal Housing Act of 1949. More
over, communities cannot avail them
selves of Federal assistance under title I 
of the Federal Housing Act of 1954 unless 
the States in which they are located 
enact enabling legislation. In approxi .. 
mately half of the several States such 
legislation authorizing title I projects 

either has not been adopted or is defec
tive or is limited in scope. Therefore, 
in the States it will be impossible for 
communities to clear slum areas and 
provide families located in such areas 
with federally aided public-housing 
projects. 

The experience of the Public Housing 
Administration shows that an infinitesi
mal percentage of the families residing 
in public-housing projects were displaced 
from their former dwellings by slum
clearance operations under title I of the 
Federal Housing Act of 1949. I am ad
vised that, during the years 1952 and · 
1953, 217,506 families were admitted to 
public-housing projects throughout the 
United States. Of this number, only 
13,766 families-approximately 7 percent 
of the total-were displaced as a result 
of title I slum-clearance programs. 

In the city of New York, in my own 
State, 72,895 families were admitted to 
federally aided public-housing projects 
between January 1, 1946, and March 31, 
1953.· Of this number, only 170 fam
ilies-fewer than one-quarter of 1 per
cent-were actually displaced by title I 
projects. 

Although it would appear that fam
ilies displaced by Federal, State, or mu
nicipal action, other than title I proj
ects, would be eligible for public hous
ing, if a title I project existed in the 
same community-and at least some 
families needing public housing have 
been displaced by such projects-the per
c.entage of families which were actually 
displaced by other governmental action 
is considerably less than would be ex
pected. 

For example, during the year 1953, 
7,078 families were admitted to feder
ally aided public-housing units in New 
Yorlc City and only 1,227 families, or ap
proximately 17 percent, were actually 
forced out of their former dwellings by 
Federal, State, or municipal action. 
Similarly, during the first quarter of 
1954, only 4 percent of the families ad
mitted to federally aided public-housing 
projects in Buffalo, N.Y., had been dis
placed by Federal, State, or municipal 
action. 

The vast majority of families resid .. 
ing in public-housing units today for .. 
merly lived in housing which had been 
considered substandard because of the 
need for renovation or because of over .. -
crowded conditions. Under the strict 
provisions of section 401 of the bill be .. 
fore the Senate, it will be impossible to 
construct public housing to alleviate 
these situations in the future. 

It should be noted further that. ap .. 
proximately 48 percent of the residents 
in public-housing projects are veterans 
and their families. Veterans are en
titled to a preference over nonveterans 
with respect to admission to public
housing projects, unless the nonveterans 
have been actually displaced from their 
former dwellings. This veterans' pref
erence is completely vitiatecl by the pro
visions of this bill, in that only displaced 
persons will be eligible for admission ta 
new public-housing projects. 
. In conclusion, I would point out that 
only one-fourth of the President's pro-

gram for 140,000 public-housing units 
is included in this bill. Furthermore, 
the 35,000 units thus authorized are so 
limited by restrictions that, in terms of 
effective authorization, the bill will be 
practically useless for public housing in 
the large urban areas throughout the 
country where public housing is most 
needed. H. R. 7839, as amended by the 
conferees, sounds the death knell of Fed
eral public housing which is so desper
ately needed to prevent further deterio
ration of our urban communities. 

New York State contributes more than 
one-sixth of the total Federal revenues 
and receives about one-fourteenth of the 
total amounts distributed by the Federal 
Government to the States. The method 
of distribution is based generally on the 
per capita income and need of the sev
eral States. We in New York have no 
quarrel with the principle on which this 
distribution is based as long as its ap
plication is equitable. 

But we do feel that where we are in 
genuine need of Federal assistance, this 
need should be recognized. We feel that 
in the comparatively few cases where we 
actually need such assistance, we are not 
asking too much in seeking it. 

Public · housing is a case in point, par
ticularly in New York City where there 
is dire need for more public housing. 
As I have pointed out, the bill before 
the Senate, as amended by the conferees, 
does not provide for adequate public 
housing in any part of the country where 
such housing is really . needed. This in
adequacy hits New York State especially 
hard, and I feel deeply that my State is 
entitled to more favorable consideration. 

For the foregoing reasons, therefore, 
I have been unable to agree to the con
ference report, and I must vote against 
it. . 

Mr. LANGER. Mr. President, will the 
Senator from New York yield? 

Mr. IVES. I yield to the Senator from 
North Dakota. · 

Mr. LANGER. Did I understand the 
Senator from New York correctly to say 
that veterans' preferences are abolished, 
but that displaced persons would be. 
taken care of.under the terms of the bill? 
· Mr. IVES. That is substantially the 
effect of the bill. 

Mr. LANGER. Would it not mean, 
then, that a displaced person who hap
pened to be a man who fought for Ger
many and was admitted here as a dis-
placed person would have a chance to 
get one of the public housing units, 
whereas a veteran who had fought for. 
the United States could not? 

Mr. IVES. No; that would not fol
low. I am talking about persons dis
placed as a result of slum clearance: 
projects, redevelopment projects, and 
the like, in a particular community. 

Mr. LANGER. I thought when the 
Senator said displaced persons he was 
referring to those who came in from· 
other countries. 

Mr. IVES. No, and I am glad the 
SenatOr brought out .that point. I did 
not refer to displaced persons from 
abroad. 

Mr. LANGER. It might happen that 
some of the displ~ced persons migh~ be. 
veterans. 
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Mr. IVES. n cowd be. It does not 

mean that they might-not qualify under. 
the provisions I have stated. -

Mr. LANGER. In an identical situa.: 
tion there would be no disci-imination 
against veterans, would -th~re? 

Mr. IVES. No. Under the-bill as it is, 
veterans will get very little out of the 
law. 

Mr. LEHMAN. Mr. President-
The PRESIDING OFFICER. The 

junior Senator from New York. 
Mr. LEHMAN. Mr. President, title IV 

of the Housing Act of 1954, H. R. 7839, 
as reported-to this body by the confer..: 
ence committee is a source of deep dis
appointment to me. I hope that it is 
also a source of disappointment to the 
administration. This title, as agreed to 
by the conference committee, is the pri
mary reason why I oppose the approval 
of the bill as reported by the confer
ence committee. It is because of the' 
public-housing · provision that certain 
members of the conference committee 
refused to sign. I congratulate them 
upon their steadfast refusal to accept 
this betrayal of the public-housing pro
gram. 

I shall certainly cast my vote against 
the adoption of this conference report. 
My vote will be based on the fact that· 
the low-rent public-housing provisions 
of the bill are a sham and a delusion. 
They constitute no program at all. They 
fail to meet even the very inadequate 
levels recommended by President Eisen
hower and the administration. 

The President's recommendation with 
respect to public housing called for 
35,000 public-housing units in each of 
the next 4 years. This would have made 
a total of 140,000 units-a number far· 
inadequate to the need, but a n~mber 
which would have at least preserved a. 
token program. 

This bill is utterly inadequate in-other 
respects, too. At the time this bill was· 
originally reported out by the Senate
Banking and Currency Committee, of 
which I am a member, I filed a statement 
of separate views, pointing out some of 
these inadequacies. I ask unanimous 
consent that this statement be printed
in the RECORD at this point in my re
marks. 

There being no objection-, the state
ment was ordered to be printed in the 
RECORD, as follows: 
STATEMENT OF SEPARATE VIEWS . ON HOUSING. 

BY SENATOR HERBERT LEHMAN 

I voted to report the pending bill to the. 
Senate. 

On balance, the blll, in its present form, is
better than no legislation. It has some con
structive features, most notably the restora-· 
tion of authority !or a public housing pro
gram of the same magnitude as was author
ized in the Housing Act of 1949. • 

Most impartial assessments of current 
housing needs in the United States indicate 
that a minimum construction program of 
100,000 to 200,000 low-rent public housing 
units per year 1s an absolutely essential 
element of any overall attack on the housing 
problem. H. R. 7839, as reported by the· 
committee, takes- cognizance of this fact. 

There are other collllhendable and con-
structive features in H.-R. 7839, as reported. 
:In my judgment the committee bas made 
real .improvements on . the measure .in its 
original form, as approved by the House and 
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submitted to our-committee. The <:.omm.lttee. 
bas certainly made.sigqific_ant improvements, 
on the proposals as ·recommended by the. 
President. 

However, I stlll find in H. R. 7839 a major. 
emphasis on means and programs which may 
provide more and better_· housing for those 
capable of paying for it, but only a -minimum 
of means and programs for the provision 
of housing for the ill housed-for those in 
our population who can least afford adequa_te 
housing suited to their family-size needs. 
Nor is there adequate provision for the stimu
lation of the construction of the specialized
type housing required for aged persons. 

The approach to housing represented in 
this bill reflects, in large measure, the trickle
down theory. 
· Moreover, despite considerable improve
ments made in this bill by our committee, 
there are still some technical inconsistencies 
between different programs, and even with· 
ih certain programs. 
· Some of the .programs, especially those 
characterized as experimental, may involve 
the Government in added risk without com
mensurate public benefit. We of New York 
State, for instance, must show a real con
cern as to whether we will derive a benefit. 
commensurate with the obligation and li
ab111ty which the Nation here undertakes. 
- Certainly the experimental program of 
mortgage insurance, while it has my general 
&upport, in the absence of alternative means, 
will be of little avail in supplying housing for 
low-income families in and near the large 
centers of population. 

These are, in general summary, my esti
mate of the weaknesses and defects in H. R. 
7839. 

There are other weaknesses in H. R . 7839, 
just as there are other beneficial aspects. 
The committee report enumerates the bene
tits. I do not propose to undertake, in thiS 
statement of separate views, a detailed, 
analysis of the weaknesses. I think these 
aspects should have been more carefully and 
exhaustively studied in committee. A New 
Look at our entire housing program, and .at 
our entire housing problem, is overdue. 

Most of the weaknesses I have mentioned 
are either too pervasive to permit their being 
cured by simple amendment to the pending 
bill, or too technical to lend themselves 
readily to debate and discussion on the floor 
of the Senate. 

These are, however, my reservations with 
regard to H. R. 7839. Should the Senate be· 
in a mood to undertake a comprehensive· 
debate and review of this legislation, or to 
consider fundamental amendments, I would 
want to feel free to make some of these 
points and to specify some of the weaknesses, 
as I see them, in the pending bill. 

Mr. LEHMAN. According to the con
ference report now before us, this year's 
housing bill would authorize the Public 
Housing Administration to contract for 
not more than 35,000 public housing 
units during the fiscal year 1955. Thus, 
the bill would seem to prolong the life 
of the program one additional year be
yond the current calendar year. But, 
Mr. President, this is a gross oversimpli
fication. There are provisos attached to 
~ven this meager crust of public -housing; 
These provisos severely limit the circum
stances under which these new contracts 
can be made. 

The bill says in effect that the 35,000 
public housing units can be undertaken 
only by communities .where slum clear
~nce, urban redevelopment, or an urban 
renewal project is being carried out and 
only if the local governing body of the 
community certifies that the low-rent 
housing project is needed to assist in 

r.elocating -persons displaced by slum 
clearance operations. Moreover, the
total number of units in a low-rent hous
ing project may not exceed. the number_ 
of dwelling units needed for the reloca
tion of families qisplaced as a result of 
governmental action in the community~ 
- Mr. President, these provisions as 
agreed to by the conference committee 
will kill the public housing program. 
Let me explain that statement. The bill 
sets up a distinction between communi
ties which have slum-clearance projects. 
and communities which have not. The 
former may get public housing, and the 
latter may not. 
, But this is a fallacy, because in prac
tice it will simply not work out this way. 
If a community has an approved slum
clearance project, it has already made 
and had approved as part of the project 
a plan for the relocation of displaced 
families. Therefore, it will need no ad
ditional public housing to implement its 
approved plan. 

If a community is relying, under its 
plan, upon public .housing, it is almost 
certain that the community has already 
applied for and received approval of its 
plan and that contracts are already in 
etfect with regard to this public housing. 

If the community does not now hi:we a 
slum-clearance project, we know from 
experience that it takes from 1 to 2 years 
for any community to get final approval 
for a slum-clearance project. If the_ 
community cannot get public housing 
unless it has a slum-clearance project; 
obviously it will be between 1 and 2 
years before application for public hous
ing can be made. And yet, Mr. Presi
dent, this conference report provides
that contracts between the community 
and the Federal Government with re
spect to the 35,000 units authorized by 
the bill must be in etfect by June 30, 1955,· 
less than a year from now. 

To put it more briefiy, the effect of the 
bill is that you cannot have public hous
ing unless you have slum clearance. 
Chances are that you cannot get a slum
clearance project in much less than 2 
years, whereas the authorization for 
public housing runs out in 1 year. 
· As if this were not objection enough,_ 
we :find that 15 States do not even have 
laws to authorize slum-clearance proj-. 
ects. In 4 States authority for these 
projects is limited to 1 city. Only 214: 
communities have .received tentative· 
approval for slum-clearance projects, 
and only 24 communities have reached 
the stage where they could qualify for 
public housing under the terms of the 
conference report. Several of the com-· 
munities which could qualify already 
have all the public . housing units they 
can use. 

Mr. LANGER. Mr. President, may 
we have order? We cannot hear the 
distinguished Senator at all. 

The PRESIDING OFFICER (Mr. lVES 
in the chair). The Chair will ask his 
distinguished colleague kindly to desist. 
for a moment while we get things
straightened out in the Chamber •. 
There are conversations going on all 
around. What the junior Senator from 
New York has to say is very important.· 

The Senator may now resume. - --
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Mr. LEHMAN. I thank the Presid
ing Officer; and I particularly thank my 
distinguished colleague from North 
Dakota. 

This bill, Mr. President, actually pro
hibits public housing. It is a death 
blow at the housing program, not a con
tinuance of it. In the guise of a 1-year 
extension, it snuffs the whole program 
out. In this title, apparently designed 
to keep the program alive for a year, 
there are hidden daggers, designed to 
completely destroy it. 

Mr. President, this bill not only re
duces the number of public housing 
units to an almost absurd and ineffective 
level, but also surrounds the possible 
construction of a public housing proj
ect with conditions which will make it 
impossible for many communities to 
participate, while preventing many 
other cities from constructing public 
housing units in the numbers they re
quire. The bill now says in effect that 
a community cannot improve its hous
ing supply through the construction of 
public housing units, but if it has a 
slum-clearance project it might possibly 
maintain the status quo. This cannot 
conceivably be regarded as progress. 

Mr. President, even the most conserv
ative of housing experts agree today 
that public housing should comprise a 
minimum of 10 percent of all housing 
construction to meet the needs of our 
low-income families. 

The late Senator Taft, having studied 
this question over a period of many 
years, held to this view and consistently 
advanced this formula. 

I, myself, think this percentage is too 
low, too conservative. But I would ac
cept it in the spirit of compromise. J. 

. · But what are the :figures today? 
· · According to a June 14, 1954, forecast, 
by the Bureau of Labor Statistics, the 
construction of private nonfarm dwell
ing units in 1954 will be 1,080,000. Mr. 
President, I may say that that number 
of 1,080,000 is by no means realistic. It 
should be nearer 2 million in the next 
few years, and the needs of the farm 
population should be recognized just as 
much and just as definitely as the needs 
of the urban population. 

I have mentioned that according to a 
June 14, 1954, forecast by the Bureau of 
Labor Statistics, the construction of pri
vate nonfarm dwelling units in 1954 will 
be 1,080,000. This forecast, which is 
some 12,000 higher than the compara
tive figure for 1953 and, in fact, is higher 
than any of the last 5 years except 1950, 
does not take into account the impetus 
which will be given to the building in
dustry by the new terms of the bill we 
are now discussing. I am personally 
convinced that when the provisions of 
the new bill become operative, there will 
be a considerable spurt in the building 
industry and that the :final level of con
struction for 1954 will be more than the 
1,080,000 forecast. 

On the other hand, what has hap
pened to the public-housing program? 
Are we building at anywhere near a rate 
of 10 percent of total housing construc
tion? The Bureau of Labor Statistics 
shows that in the first quarter of 1954, 
a total . of ~.700 public-housing units 

were started. In May, which is the lat
est month available, 500 public-housing 
units were started.. Just think of that, 
Mr. President-only 500 public-housing 
units were started. The figure of 3,700 
public-housing units compared with 
105,500 private starts in the same 
month. Even that number, in my opin
ion, is far too small. 

For purposes of comparison, let us 
note that total housing construction as 
reported for May of 1954 was 105,500 
private units plus 500 public units, or a 
total of 106,000. Ten percent of this 
figure would be 10,600, the minimum 
number of public-housing units which 
are needed to keep· pace with private 
building. Instead of the 10,600, how
ever, we have only 500. 

Mr. President, I shall vote against the 
conference report on H. R. 7839. My 
vote will be a protest against a bill which 
seeks to provide benefits for almost every 
phase of the housing industry, but which 
almost entirely ignores the needs of our 
low-income population. 

I feel more strongly than I can per
sonally express that the low-income peo
ple living in the great urban centers-
people for whom public housing was in
tended--certainly have been completely 
disregarded in the bill. They have been 
slapped in the face. Even the meager 
possibility of an additional 1-year pro
gram has been eliminated. 

Mr. President, I intend to vote against 
the conference report and against the 
measure in its present form. 

Mr. President, let us insist on a new 
conference, and instruct our .conferees to 
insist on the position originally taken by 
the Senate, by an overwhelming vote. 

Before I close and proceed to another 
subject, I wish to say that I am com
pletely in disagreement that a million 
housing units, public and private, which 
have been provided for will meet the 
housing needs of the people of the coun
country. 

My distinguished colleague from New 
York [Mr. lvEsJ, who is now presiding, 
is a leading member of the Committee 
on Banking and Currency, of which I, 
too, am a member, and I am sure he will 
support my statement, which was pre
sented to the committee in hearings time 
after time, that there should be not less 
than 2 million housing units, private 
and public, constructed each year. 

------- ~ 
THE SENATOR FROM WISCONSIN 

Mr. LEHMAN. Mr. President, I now 
desire to address myself very briefly to a 
subject which I think is of outstanding 
importance to the people of the United 
States and all the Members of the Sen-
ate. -

The PRESIDING OFFICER. The 
Senator from New York has the floor. 

Mr. LEHMAN. Mr. President, within 
the next 48 hours we may be expected to 
vote on a question which is the highest 
duty and the most fundamental right of 
any parliamentary body, namely, the 
censure of a colleague when necessary
a right and a duty which springs from 
the Constitution itself. 

The first article of the Constitution, 
in enumerating the powers vested in the 

Congress, -specifically elaborates three 
separate controls which each body is to 
exercise over its membership. 

The first is the right and responsibility 
of each House to judge the elections, re
turns, and qualifications of its own 
Members. 

The second is the right and responsi
bility of each House to punish its Mem
bers for disorderly behavior. 

And the third is the right and re
sponsibility of each House to expel a 
Member, with the concurrence of twQ
thirds. 

We are addressing ourselves to the 
second of these rights and responsibili
ties of the Senate-to punish its Members 
for disorderly behavior. 

This is a fundamental right and re
sponsibility, which the Constitution not 
only authorizes, but instructs the Sen
ate to exercise and to bear. 

The question is: Has the junior Sen
ator from Wisconsin so conducted him
self as to merit punishment, which, in 
this case, is to be a resolution of censure? 

This question can no longer be avoided. 
The responsibility is that of the whole 
Senate. It cannot be passed off to the 
voters of Wisconsin, to the Republican 
Party, or to any ·committee of the Senate. 

The motion of censure having been 
posed by the junior Senator from Ver
mont, it cannot be parried or evaded. 
Excuses may be found to defer a vote on 
the motion itself, but any parliamentary 
device we may invoke will not succeed 
in begging the question. Whether the 
actual motion presented for a vote is to 
lay on the table, to refer to a com
mittee, or to postpone to a future date, 
it will still pose the basic question: To 
censure or not to censure? 

Mr. President, in my own opinion, a 
motion of censure is too mild a judgment 
to pass on the behavior and actions of the 
junior Senator from Wisconsin. 

Some weeks ago I introduced a reso
lution to remove Senator McCARTHY 
from the chairmanship of the committee 
to which the Senate had elected him. I 
proposed that resolution because I felt 
strongly that Senator McCARTHY had 
grossly abused and violated the authority 
and responsibility vested in him by the 
Senate. 

At this point, I ask unanimous consent 
that there be printed in the RECORD the 
text of the resolution, Senate Resolution 
262, which I introduced, and which is 
now pending before the Committee on 
Rules and Administration. 

There being no objection, the resolu
tion was ordered to be printed in the 
RECORD, as follows: 

Whereas Senator JoSEPH McCARTHY is 
chairman of the Government Operations 
Committee by virtue of appointment by the 
Senate, voted on January 13, 1953, in ac
cordance with rule 24 of the Standing Rules 
of the Senate; and 

Whereas Senator McCARTHY is chairman 
of a subcommittee of the Government Op
erations Committee, the so-called Permanent 
Investigating Subcommittee, by virtue of ap
pointment by himself as chairman of the 
parent committee; and 

Whereas Senator McCARTHY has abused 
the authority delegated to him as chairman 
of said committee and subcommittee by in
tervening unjustifiably in the conduct of the 
administrative affairs o! the executive 
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branches of Government, including the De
partment of State, the Foreign Operations 
Administration, the United States Informa
tion Agency, and th.e Department of the 
Army, and thus has dangerously and harm
fully impaired and violated the principle of 
separation of legislative and executive func
tions and powers of the Government em
bodied in and provided in articles I and II 
of the Constitution; and 

Whereas Senator McCARTHY has abused the 
authority delegated to ·him as chairman of. 
said committee and subcommittee by pre
suming to arrogate to himself and to said 
committee and subcommittee law-enforce
ment functions and powers, which functions 
and powers are beyond the scope of the law
ful authority and jurisdiction vested in the 
United States Senate, and in said commit
tee and subcommittee, and thus further im
pairing and violating the principle of the 
separation of the legislative and executive 
functions and powers of Government; and 

Whereas Senator McCARTHY has abused the 
authority delegated to him as chairman of 
said committee and subcommittee by pre
suming to arrogate to himself and to said 
committee and subcommittee judicial func
tions and powers, which functions and powers 
are beyond his lawful authority as chair-

. man of said committee and subcommittee, 
and are inconsistent with and repugnant to 
the exclusive lawmaking functions and 
powers vested in the Congress, the Senate, 
and committees of the Senate; and 

Whereas Senator McCARTHY has abused the 
authority delegated to him as committee 
chairman by publicly inviting and soliciting 
wholesale violation of laws enacted by Con
gress, including the Espionage Act, and the 
violation of an Executive order forbidding 
the disclosure of classified security informa
tion, and by promising his protection for the 
violation thereof; and 

Whereas Senator McCARTHY has abused 
the authority delegated to him as chair
man of said committee and subcommittee 
by seeking to intimidate and harass omcials 
of the U.nited States Government, including 
honored soldiers in the United States Army; 
and 

Whereas Senator McCARTHY has abused 
the authority delegated to him as chair
man of said committee and subcommittee 
by seeking to intimidate and coerce the press 
and thus indirectly to accomplish what is 
directly forbidden under the provisions of 
the first amendment to the Constitution of 
the United States; and 

Whereas Senator McCARTHY has abused 
the authority delegated to him as chair
man of said committee and subcommittee 
by persistently and repeatedly violating the 
civil liberties, privileges, rights, and immu
nities of United States citizens guaranteed 
under the Bill of Rights of the Constitution 
of the United States, especially those set 
forth in the first, fourth, fifth, and sixth 
amendments; and 

Whereas Senator McCARTHY has abused 
the authority delegated to him as chairman 
of said committee by presuming, in his con
duct of said subcommittee, to usurp for him
self all the powers delegated to said subcom
mittee by the parent committee, and to the 
committee, by the Senate; and 

Whereas Senator McCARTHY has by these 
and other violations, arrogations, and trans
gressions grossly abused the authority dele
gated to him as chairman of the Government 
Operations Committee and of a subcommit
tee thereof, inspired and created public dis
respect for the lawmaking authority, created 
public confusion in all branches of Govern
ment, and impaired the high standing and 
prestige of the Senate of the United States: 
Therefore be it 

Resolved, That the Senate, under its 
plenary powers over its committees and sub
committees, hereby revokes the appointment 
of Senator McCARTHY as chairman of the· 

Government Operations Committee, and as 
chairman of the so-called Permanent In
vestigating Subcommittee and of all other 
subcommittees to which he may have here
tofore designated himself as chairman, and 
declares vacant the position of chairman of 
said committee and of said subcommittees, 
pending the appointment by the Senate of a 
new chairman of said committee in the man
ner prescribed by rule 24 of the Standing 
Rules of the Senate. 

Mr. LEHMAN. Mr. President, in that 
resolution there are set forth a series of 
justifications for the proposed action. 
These justifications go far beyond the 
relatively minor questions dealt with in 
the hearings of the special subcommit· 
tee headed by the Senator from South 
Dakota [Mr. MUNDT]. 

Mr. President, there is no real connec· 
tion between the present motion of 
censure and the recent inquiry conduct
ed by the Mundt subcommittee. Re· 
gardless of the report of the Mundt sub
committee, regardless of its recommend
ations, a motion of ·censure is merited
much more than merited-because of 
the many other actions · of the junior 
Senator from Wisconsin, far beyond the 
questions and issues which were exam
ined by the Mundt subcommittee. 

The subcommittee might in its report 
recommend punitive action against Sen
ator McCARTHY on the basis of the record 
before it. Or the subcommittee might 
absolv'e Senator McCARTHY. None of us 
knows what that subcommittee, or a ma
jority of it, may recommend, in regard 
to the narrow issues presented to that 
subcommittee. But that is a separate 
question, quite aside from the motion of 
the Senator from Vermont [Mr. FLAN
DERS]. 

I address myself today to the question 
of punishment and reproof of Senator 
McCARTHY for acts and conduct which 
were not considered by the Mundt sub
committee and were beyond that sub
committee's charter of instructions. 

I wish it were feasible and practicable 
to present for the consideration of the 
Senate the original Flanders resolution, 
or my resolution. I would have sup
ported either of them. But the majority 
leadership of this body, and the mem
bers of the majority party of this body, 
took it upon themselves to prejudge those 
resolutions, and to make it effectively 
impossible to consider them and to vote 
upon them. Theirs is the responsibility 
for sidetracking them. The record is 
clear. The Republican policy commit
tee voted unanimously to make it a mat
ter of party policy to table the original 
Flanders resolution or my resolution or 
any resolution aimed at the heart of the 
problem: the right of Senator McCARTHY 
to continue to exercise the power and 
authority which he has so tragically 
abused and perverted, to the shame of 
the Senate, to the disrepute of Congress 
and our country. 

In my heart I can forgive and under
stand some political acts in a campaign 
year. I cannot forgive or understand 
this act of abdication of responsibility on 
the part of the majority leadership of 
the Senate. 

Those who occupy the judgment seats 
on our actions here in the Senate-the 

American people, and finally, those who 
come after our generation, may not 
easily condone the course that has been 
followed. 

Nor do I consider my own party blame
less in this regard. There was widely 
circulated among my colleagues on this 
side the cynical argument that Senator 
McCARTHY is the Republican Party's 
problem, not ours. It has been urged 
that we, on this side of the aisle, wash our 
hands of responsibility or blame on this 
grave matter. 

What mistaken counsel is this? Read 
the pages of very recent history of Ger
many, of Italy, and of other couniries. 
Read the history of the distant past, too. 
There have been examples, again and 
again and again, of those who sought to 
avoid battle with evil by telling them
selves that it was a lesser evil, or that 
giving battle to it was someone else's 
obligation, that time and responsibility 
would mellow that evil and render it 
harmless, or-most cynically of all
that the evil· forces could be harnessed, 
controlled, and used. What a disillu
sionment was due for those who clung 
to such foolish, shortsighted, and cyrii
cal notions. 

On Sunday, July 18, the Washington 
Post and Times Herald carried an ar
ticle by Dr. Hans Gisevius, one of the 
leaders of the ill-fated putsch against 
Adolf Hitler in 1944. He described the 
course of the cancerous growth of Hit
lerism: First, the concentration on 
Communists, justifying any and all de
partures from the rules of justice and 
decency by the nature of the evil sought 
to be combated; then the gradual 
widening of the target of attack, first 
Marxists, then so-called pinks, then all 
liberals, and finally all critics of the 
regime. Gradually all who opposed the 
reign of terror became themselves the 
victims of the terror. 

I ask unanimous consent, Mr. Presi
dent, that pertinent portions of the ar
ticle by Dr. Gisevius be printed in the 
RECORD, at this point in my remarks. 

There being no objection, the excerpts 
from the article were ordered to be 
printed in the RECORD, as follows: 

INSIDE STORY OF ANTI-HITLER PLOT 
(By Hans Gisevius) 

When political fanatics attempt to take 
over a government there will always be two 
different points of view among their oppo
nents. One group will say, "Let us resist at 
once. It is easiest at the beginning." The. 
other will argue, "How do you know they 
are really so evil? A little fresh air is always 
good. Let us wait and see a bit longer." 

That is what happened in Germany. It 
wasn't that on January 30, 1933, 65 million 
people entered into a conspiracy to extir
pate the Jews, to abolish the churches, to 
make war against their neighbors and to 
lock themselves up in one great concentra
tion camp. 

Even "decent" people admitted that there 
were dangerous loopholes in the law. Naive 
predecessors had neglected to make pro
visions for dealing with the Communists. 
Now Hitler had promised to "get rid of the 
Communists." So why get excited when he 
corrected the errors o! former governments 
and put those enemies of the state into 
prison camps? 

That is the way it started--quite decently. 
The trouble 18 that this concept of an 
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.. enemy of the state" broadens in proportion 
to the a ggressiveness of its proponents. In 
excited times, it is a magic formula. 

First it covered only the Communists. 
Soon it included all Marxists, then the 
"'pinks," then the liberals, then those 
preachers of Christian softheartedness, the 
clergy-and always the Jews. Fina lly, an 
"enemy of the state" was anyone who dis
agreed with this new political philosophy. 

The difficulty was that all this did not oc
cur in r apid succession. If the doctrine had 
been born full-fledged, it would have been 
easier to see through it. Instead , it was de-
veloped gradually. · 

After storms there came calms which pro
voked conjectures that the wild men were 
getting "reasonable." After all, the "mod
e<ates" were still in the majority. (Does 
anyone remember that in Nazi Germany the 
"moderates" held a m ajority in the govern
ment to the end?) 
· In turbulent times, however, it is the 

minority which dictates the course · of 
action-as soon as the moderates have given 
it a finger grip on power. A "wait and see" 
P.t titude may be all right in normal times, 
but in dealing with ruthless fanatics there 
can be no passive indulgen~e. Each day 
gained by the demagogue strengthens his 
position. 

. Mr. LEHMAN. Mr. President, is there 
a parallel with present-day events? I 
leave to those who listen to these words 
the answer to this question. It is wise to 
ponder. 

Though the present problem is great, 
the contribution proposed to be made to
ward its solution by the Flanders motion 
of censure is, in my opinion, small in
deed. But what we must shun at all 
costs is any action which can be inter
preted or described, however mistakenly, 
as condoning the conduct and activities 
of Senator McCARTHY. 

Above all, let our motives in taking ac
tion be free of concem for the tradition 
of the Senate as a gentleman's club. The 
junior Senator from Wisconsin has 
placed himself beyond the protective 
pale of personal camaraderie in the 
Senate. 

He has not spared his colleagues here 
:In the Senate from the kind of uncon
scionable attacks he has made on indi
viduals and institutions outside the Sen
ate. He_ has applied the tar brush of di
rect and indirect infamy to Senator 
MoNRONEY, of Oklahoma; to Senator 
HENNINGS, of Missouri; to Senator 
SYMINGTON, of Missouri; to Senator 
JACKSON, of Washington; to Senator 
FLANDERS, of Vermont; and to others here 
in the Senate. Nor should we forget 
what he did to former Senator Benton, 
of Connecticut, and former Senator 
Tydings, of Maryland; to all, in fact, 
who have dared to criticize him, to 
call him to task for his activities. Mr. 
President, I am proud beyond descrip
tion that I have not been spared his 
critical attention. 
· Mr. President, if the only practical 
move at this time is a motion of censure, 
let us at least take that step. Censure 
iS a mild remedy for such a dread and 
contagious disease as McCarthyism. It 
is a mild punishment for acts which have 
worked incalculable damage on the Sen
ate and on the country. The harm that 
has been done will take years to undo. 
Nor should any of us cherish the illusion 
that the danger is over. It is not over. 

It has merely been checked, for the 
moment. 

It is almost unnecessary to specify in 
detail the justifications for the act of 
censure. The junior Senator from Ver
mont [Mr. FLANDERS] has spoken elo
quently on the subject. Yet I disagree 
with him in his statement that the jun
ior Senator from Wisconsin [Mr. Mc
CARTHY] has done some good. I know 
of no good which he has directly accom
plished. Mr. Frederick Woltman, the 
well-known Scripps-Howard reporter, 
has, in a recent series of articles, labeled 
as a myth the notion that Senator Mc
CARTHY has been an effective fighter 
against communism. Mr. Woltman 
wrote that the record-

Will show that by his excesses, his scare
head accusations that eventually evaporate, 
his thumb-in-the-eye t actics, and his inevi
table injection of p artisan politics, whether 
aimed at the Democrats or at critics within 
his own part y, Senator McCARTHY has com
pletely befogged a major issue of the day. 

Mr. President, let me say that I am 
very grateful to the distinguished Sena
tor from Vermont for having placed in 
the RECORD the full series of the Woltman 
articles. I appeal to all Members of the 
Senate to go through the RECORD and 
read those articles. They are as illumi
nating, as convincing, and, I believe, as 
authoritative as any articles on this sub
ject I have read for a long time. 

It has been maintained by some that 
indirectly Senator McCARTHY has in
spired a somewhat greater public aware
ness of the danger of Communist infil .. 
tration and subversion. But in fact he 
has spread not awareness but panic, hys
teria, fear, and mistrust throughout the 
Nation. The ordinary trust of one man 
fn another, in his friends, neighbors, 
associates, has been undermined. Con
fidence in Government has been riddled. 
The Government service has been de
moralized and paralyzed. 

The basic institutions of our land-the 
press, our schools, even our churche!).:..._ 
have been attacked and demeaned. In 
each of these institutions, the seeds of 
fear and mistrust have been firmly im
planted. 

Independent thought, throughout our 
land, has been gagged. Rigid conformity 
has been enshrined. I solationist reac
tion has been made the standard of 
respectability. 

And these are merely some of the 
broad effects of the activities of the 
junior Senator from Wisconsin, and of 
his imitators. 

There are many other effects, more di
rectly traceable to his activities and con
duct, and with which we, as Members of 
the Senate, are more directly concerned. 

He has made a mockery of the con
gressional investigating process. 

He has ridden roughshod over the 
rights of scores of American citizens, 
using his position in the Senate to smear, 
denounce, and ruin individuals. 

He has slandered some of the noblest 
public servants this country has ever 
had, imputing to them the high crime 
of treason-great men of American his
tory like President Roosevelt, President 
Truman, and Gen. George C. Marshall. 

He has attacked and smeared, without 
justification, such outstanding public 
servants as Ambassador Philip Jessup 
and Ambassador Charles Bohlen. 

He has attacked and smeared, without 
justification, such outstanding military 
men as General Zwicker, and such great 
scholars as President Nathan Pusey and 
Professor Arthur Schlesinger, Jr., of 
Harvard University. 

He has intruded unjustifiably into the 
administration of government, to en
hance his own prestige and power at the 
expense of orderly government. He has 
succeeded in disrupting such vital or
ganizations as the Voice of America, in 
paralyzing such critical establishments 
as the Army Signal Corps research lab
oratory at Fort Monmouth, and in 
threatening and menacing the Central 
Intelligence Agency. 

He has inspired tragic mistrust of our 
country in all quarters of the globe. 

He has used the power of his office to 
denounce such publications as Time 
magazine and the Washington Post, and 
to persecute such outstanding journal
ists as Ed Murrow, Drew Pearson, and 
James Wechsler . 

Mr. President, I submitted my resolu .. 
tion for the removal of Senator Mc
CARTHY from his committee chairman
ship, following the introduction of the 
original Flanders resolution. Although 
the Flanders resolution differed some .. 
what in its basic motivation from mine, 
I was prepared to support it because our 
two resolutions were directed toward 
the same end. I was prepared to vote 
for it and to speak in its behalf. I did 
my best, in recent weeks, to get support 
for that resolution from my colleagues. 

But the Senator from Vermon.t [Mr. 
FLANDERS], for obvious reasons, will not 
call up that resolution. He will not at
tempt to discharge the Rules Committee 
from consideration of it. I must go 
along with him on his decision. Now I 
am ready to support his present move, 
the motion for censure of Senator Mc
CARTHY. 

I could go on at much greater length. 
It is unnecessary. The facts are known. 
They have been printed on the front 
pages of every newspaper. It is up to us 
to act, without timidity, or fear of 
tlinching. 

I, for one, call for an early vote on the 
motion to censure. 

It is up to us to meet the challenge of 
McCarthyism with the weapons that 
have been given to us as United States 
Senators. In no other way can we hope 
to restore the prestige of the United 
States Senate which has been so serious
ly impaired by the junior Senator from 
Wisconsin, JosEPH McCARTHY. 

Mr. FLANDERS. Mr. President, I 
ask recognition for 9¥2 minutes. 

The PRESIDING OFFICER. Does 
the Senator from New York yield to the 
Senator from Vermont? 

Mr. LEHMAN. I shall be glad to yield 
the floor to the Senator from Vermont. 

The PRESIDING OFFICER. The 
Chair will have to intervene. The 
Senator from Massachusetts has been 
trying to get the floor for some time, 
and the Chair will recognize the Sena-
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tor from Massachusetts. If the Senator 
from Massachusetts desires to yield to 
the Senator from Vermont for 9% 
minutes, with unanimous consent that 
the Senator from Massachusetts will 
not lose the floor, he may do so. 

Mr. SALTONSTALL. I must re
spectfully state that the press of other 
responsibilities, plus the fact that sev
eral people are waiting to see me, makes 
it impossible for me to yield at this time. 
My own remarks will not take more than 
5 minutes. 

Mr. DIRKSEN. Mr. President, will 
the Senator yield? 

Mr. SALTONSTALL. I yield. 
Mr. DIRKSEN. Mr. President, so that 

there will be no misapprehension, the 
junior Senator from Illinois expects to 
deal with the substance of the remarks 
made by the Senator from New York 
[Mr. LEHMAN] and also with the Flanders 
resolution, if and when it comes to the 
floor for action on Friday. I want to be 
sure that there is no misapprehension as 
to whether a reply will be made, because 
I shall make one, at least. 

HOUSING ACT OF 1954-CONFER
ENCE REPORT 

The Senate resumed the considera
tion of the conference report on the 
disagreeing votes of the two Houses on 
the amendment of the Senate · to the 
bill (H. R. 7839) to aid in the pro
vision and improvement of housing, the 
elimination and prevention of slums, and 
the conservation and development of ur
ban communities. 

Mr. CAPEHART. Mr. President, will 
the Senator yield for a brief statement? 

Mr. SALTONSTALL. I shall be glad 
to yield for that purpose. 

Mr. CAPEHART. I have just finished 
talking by telephone with Assistant At
torney General Warren Olney with re
spect to convictions, indictments, and 
pending cases under the various housing 
acts. 

I. Under title I of the National Hous
ing Act, cases arising out of property 
improvement loans insured by FHA. 

A. Convictions since and including 
April 1954 ~ · 

First. Cases, 13. 
Second. Persons and firms, 18. 
B. Indictments pending: 
First. Total cases, 38. 
Second. Total number of indictments, 

44. 
Third. Total persons and firms, 102. 
Fourth. Indictments returned since 

and including April 1954, 17. 
(a) Total persons and firms, 50. 
C. Pending cases: 
First. Initiated prior to April 1954, 65. 
Second. Initiated since and including 

April 1954, 196. 
n. Mortgage insurance-slum clear

ance: Included in this group are cases 
arising under section 6 of title I and all 
of title n. Rental housing programs and 
defense housing programs under sec
tions 207, 608, 908, and 803 are included 
herein. Also included in this category 
are matters arising under section 213, the 
cooperative housing section. Likewise 
included, because of the similarity of of
fenses involved, are those under the 

slum-clearance program under title I of ber was reduced to 35,000 units, the Sen-
the Housing Act of 1949. ate succeeded in keeping a substantial 

A. Indictments pending: - public housing program underway. 
First. Returned prior to April 1954, 1. Last year, the Senate's battle to retain 
Second. Returned since and including a substantial public housing program 

April 1954, 2. was renewed. Again the House voted to 
B. Pending cases: terminate the program, but again the 
First. Initiated prior to April 1954, 3. Senate secured a compromise under the 
Second. Initiated since and including independent omces appropriations bill 

April 1954, 11. which kept the program going, although 
on a completely inadequate basis. Un-

III. Prevailing wage matters: These der this compromise, the House finally 
matters arise in rental housing projects agreed that 20,000 housing units in proj
but specifically concern false statements ects previously approved and under con
by contractors in certificates submitted tract should be build during the fiscal 
to FHA and the Department of Labor as 
to payment of prevailing wages, deter- year just ended, · with no new contracts 
mined by the Secretary of Labor. to be entered into beyond these already 

made. The House also added a proviso 
A. Indictments pending: to the effect that Mr. Cole, within whose 
First. Total cases, 1. jurisdiction as Housing and Home Fi· 
Second. Total number of indict- nance Administrator the Public Housing 

ments, 1. Administration falls, should report to 
Third. Persons and firms charged, 2. the Appropriations Committee by Feb-
B. Pending cases: ruary 1 of this year. 
First. Initiated prior to April 1954, 6. President Eisenhower, in his budget 
Second. Initiated since and including message of this year, recommended 

April 1954, 3. that 35,000 units be constructed each 
IV. Personnel and miscellaneous: year for the next 4 years. The Subcom

Matters arising as a result of omcial and mittee on Independent omces of the 
personal conduct of FHA omcials and House Appropriations Committee never
employees are placed in this group. In- theless included a limiting proviso in
cluded in the category are cases involv- tended to prohibit any further public 
ing bribery, perjury, conflict of interest, housing. This was stricken on the floor 
and embezzlement. of the House on a point of order. So 

A. Indictments pending and obtained the effect of the bill, as passed by the 
since and including April 1954, 1. House-and subsequently by the Sen-

B. Pending cases initiated since and ate-was to permit the construction of 
including April 1954, 20. the 33,000 units now under contract to 

The Department of Justice is working go ahead in the fiscal year 1955. 
diligently on hundreds of cases of all The House also included in the ap
descriptions. It will be recalled, that it propriation bill the so-called Phillips 
was on or about April 12, 1954, that the rider which would have virtually stopped 
Federal Bureau of Investigation as- the present slum clearance and urban 
sumed primary jurisdiction for the in- redevelopment program. This action, of 
vestigation of all criminal violations re- course, would have had some effect on 
suiting from FHA operations and oc- the need for public housing. 
curring under the National Housing Act, My subcommittee completely elimi
as amended. Prior to that time and nated the so-called Phillips rider, ap
since 1935, the FHA retained investiga- proved funds for the administration and 
tive jurisdiction as the result of an inter- processing of the 33,000 public housing 
agency agreement. units for the fiscal year 1955, and said 

Something is being done. Unfortu- that Congress should await the action 
nately, I am informed that in many in- of the Banking and Currency Committee 
stances the statute of limitations has as regards the future of the slum clear
run and, consequently' in those situa- ance and urban redevelopment program. 

Then on June 3, 1954, by a vote of 66 
tions prosecution is not now possible. ~o 16 the Senate authorized, under the 

Mr. SALTONSTALL. Mr. President, bill which is now again before us, new 
I well realize how dimcult it can often contracts for the construction of 35,000 
be to work out agreement between posi- units during each of the next 4 years. 
tions as far apart as those of the House The Senate at the same time nullified the 
and Senate on the public housing pro- various riders which had been attached 
visions of this bill. to the appropriations bill during the past 

As chairman of the Independent 2 years. This was a vindication of the 
omces Subcommittee of the Committee President's program and overwhelmingly 
on Appropriations, which annually recorded the Senate in its support. 
scrutinizes the public housing program, But, instead of 35,0QO units a year for 
I know from first-hand experience how each of the next 4 years, this report in
widely separated have been the positions eludes 35,000 ·units for the next year 
of the House and the Senate on this sub- only. That authorization, moreover, is 
ject in recent years. Two years ago hedged about with so many qualificationS 
President Truman recommended 75,000 and restrictions as to amount not to one
housing units. In making appropria- fourth, but scarcely a tenth, o! the Presi• 
tions for the Public Housing Adminis- dent's program. Loans and annual con
tration for fiscal 1953, however, the tributions during the next fiscal year 
House completely ignored President can be entered into only with respect to 
Truman's recommendation and omitted low-rent housing projects to be under
any provision for that purpose. The taken in communities where a slum 
Senate restored provision for 50,000 clearance and urban redevelopment or 
units. In conference, although the num- urban renewal project is already being 
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carried out with assistance under title I 
of the Housing Act of 1949, as amended. 
This, at least, recognizes the vital inter
relation between slum clearance and 
public housing, but it is only the :first. of· 
several restrictions. In .addition, these 
arrangements can be entered into only 
i! the local governing body of the com
munity undertaking the project certifies 
that the low-rent housing project is 
needed to assist in meeting the relocation 
requirements of section 105 <c> of that 
act by providing housing for persons dis
placed by the slum-clearance operations. 

There is a further limitation. It is the 
requirement that the total number of 
dwelling units contained in any low-rent 
housing project provided for under these 
new contracts may not exceed the num
ber of such units which the Adminis
trator determines are needed for there
location of families displaced as the re
sult. of Federal, State, or local govern
mental action in the community. 

The net result of the conference sub-
stitute- · 

And I quote the words of the manager 
on the part of the House from page 83 
of the conference report--
is to limit the extension of the public-hous
ing program to 1 additional year and 35,000 
additional units, to restrict the authoriza
tion of the additional units to communities 
which have slum clearance and urban rede
velopment or urban renewal programs and 
which require housing for the relocation of 
persons displaced by those programs, and to 
limit the number of dwelling units in such 
projects to the number required for the relo
cation of persons displaced by Government 
action of all types. . 

Mr. President, the work done by the 
Public Housing Administration in clear
ing slums is well known to us in Massa
chusetts. We would like to see more 
of it. 
· I ask unanimous consent to have in
serted in the RECORD at this point in my 
remarks a list of the places in Massachu
setts which have completed low-rent 
public-housing projects. 

There being no o_bjection, the list was 
ordered to be printed in the RECORD, 
as follows: 
Places in Massachusetts with completed low

rent public-housing projects 

Location and project name Program Units 

Boston: 
Charlestown_---------------------Mission Hill ___ . __________________ _ 
Lenox Street_ ____________________ _ 
Orchard Park ____________________ _ 
South End __ _____________________ _ 
Heath Street _____________________ _ 
East Boston ______________________ _ 
Frankl.in.Hill Ave ________________ _ 
Whittier Street ___________________ _ 

li~:g:81 ~=~~~e_e_::::::::: 
Columbia Point __________________ _ 

Brockton ___ ______________ .._ ___________ _ 
Cambridge: 

USHA 
USHA 
USHA 
USHA 

HA49 
USHA 
USHA 

HA49 
HA49 
HA49 
HA49 
HA49 
HA49 

Washington Elms________________ USHA 
Chef~ Corcoran Park_______________ HA49 

Webster Ave------------------- { ~a:~ 
J"all River: 

Sunset Hill----------------------- USHA 
Harbor Terrace___________________ USHA 
Hillside Manor-------------------- HA49 

Framingham_________________________ HA•9 

Holt~:an Terrace___________________ USHA 
1ackson Parkway________________ USHA 

1149 
1023 
306 
774 
508 
420 
414 
375 
.200 
274 
588 

1504 
100 

324 
152 

105 
95 

356 
223 
300 
125 

167 
.219 

Places in M.assachusetts with completed low-· 
rent public-h~ng projects~ontinued 

Location and project name Program Units 

Lawrence: 

Merrimack Courts·-----~--------- {~lt 
Lowell: 

North Common Village___________ USHA 
Chelmsford St__________________ HA49 

Lynn: 
Holyoke St------------------------ HA49 

Malden: 
Malden Housing Project.......... HA49 

Medford: 
Willis Ave·----------------------- HA49 

New Bedford: 
Bay Village__ _____________________ USHA 
Presidential Heights._____________ USHA 
Brickenwood_ ____________________ _ HA49 

Northampton: 
Florence Heights__________________ HA49 

Quincy: 
River View_______________________ HA49 

Revere __ ______ ------------------------ HA 49 
Taunton: 

Fairfax Garden____________________ HA49 
Woburn: 

Woburn Housing Project__________ HA49 
Worcester: 

Great Brook Valley_______________ HA49 

292" 
208 

536 
162 

300 

250 

150 

200 
200 
300 

50 

180 
100 

150 

100 

600 

NOTE.-USHA denotes project built ~der provisions 
of the Vnited States Housing Act of 1937 (Public Law 
412). HA49 denotes project built under the Housing Act" 
of 1949 (Public Law 171). 

Mr. SALTONSTALL. Mr. President, 
I also ask that there be printed in the 
RECORD a list of the places in Massa
chusetts with units under construction 
and the percentage of completion. 

There being no objection, the table 
was ordered to be printed in the RECORD, 
as follows: 
Places in Massachusetts with units under 

construction and- percent of completion -

Place 

Boston (Bromley Park) ___ ___________ _ 

Percent 
Units of com

pletion 

88 

Places in Massachusetts with program reser
vations 1 under Housing Act of1949-Con. 

Number 
Place: of-units 

Chicopee---------------------------- 15~ 
Fall River--------------------------- 200 <Jloucester ___________________________ 100 
Holyoke ___________________________ ~- 160 
Lawrence____________________________ 1 
Lowell------------------------------ 16 Newburyport ________________________ 150 
Somerville __________________________ 284 
Taunton ___________________________ 100 

Places in Massachusetts with program reser
vations not under .preliminary loan contract 

Number 
~~= ~~ili 

Attleboro___________________________ 75 

Everett----------------------------- 125 
Pittsfield--------------------------- 200 

Mr. SALTONSTALL. Mr. President, 
under the conference report's stringent 
qualifications, there is only one single 
community that could presently qualify 
for public housing units made available 
by the conference bill-Somerville. The 
city of Boston is not eligible. Even at 
Cambridge, ·Revere, Woburn, and 
Worcester, where slum clearance plan
ning is underway, there is no more than 
a bare possibility that they might qualify 
sometime during the year. Other cities 
in Massachusetts may get public housing 
they badly need, but not from this act 
as it has been restricted by the com
promises now before us. 
· Mr. President, I ask the Senate to take 
a close look at the practical effects of 
the restrictive language in the confer
ence report. Under this language, a 
community must first have an approved 
title I slum clearance, urban redevelop
ment or renewal program before it can 
build low-rent accommodations for fam
ilies who will be displaced from the sites Cambridge (General Putnam Gar-

dens) _______ --------------------- ___ _ 

732 

123 
100 
200 
216 

89' of a title I undertaking. 
Gloucester __ -------------------------
New Bedford.------------------------

5 · This so-called guaranty of housing 
g~ for these displaced families is, on the Somerville .• ------------------- ______ _ 

Mr. SALTONSTALL. Mr. President, 
I also ask to have printed in the RECORD 
a list of the places in Massachusetts with 
units under annual contributions con
tract but not under construction. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
Places in Massachusetts with units under an

nual contributions contract but not under 
construction 

Place: Units 
Boston: Pope's HilL ________________ 150 
Clinton _____________________________ 100 
Lowen ______________________________ 372 
Lynn _______________________________ 175 

Mr. SALTONSTALL. Mr. President, 
I ask to have printed in the RECORD a list 
of places in Massachusetts with program 
reservations under the Housing Act of 
1949. 

There being no objection, the table was 
ordered to be printed in the RECORD, as 
follows: 
Places in Massachusetts with program reser

vations 1 under Housing Act of 1949 

Number 
Place: of units 
Boston~----------------------------- 263 
Cambridge---------~---------------- 325 

_ 2 Und~r preliminary loan .contract. 

surface, very laudable. But when you 
examine the facts, you discover that 
Federal approval of a title I program is 
not forthcoming until late in the process 
of developing a project, and only at the 
time the final contract for loans and 
grants is entered into with the specific 
community. · 

Only when this 11th hour has been 
reached in the title I program is land 
acquired and the process begun to dis
place families from their homes. If the 
low-rent project for these displaced 
families cannot get underway until work 
is begun on the title I site, where will 
these displaced families be housed? It 
takes from .18 months to 2 years for a 
local housing authority to acquire land 
and complete public housing construc
tion. What happens to these displaced 
families in the interim? Of what value 
to them is a statutory preference for 
decent housing that will not be ready for 
many long months? They will be dis
place.d from one slum, merely to seek 
shelter in another one while they wait, 
and wait, for the completion of a public
housing project. This is a grim kind of 
preference. 

What about other families who need 
public housing and will be denied it be
eause of the present so-called preference 
:for displaced families? What of the 



1954 CONGRESSIONAL RECORD-_· SENATE 123.79' 
aged couples, living on small pensions, 
savings or public welfare grants, now in 
unsatisfactory quarters, eligible for pub
lic housing, but denied a chance for it 
because they will never be displaced by 
an approved title I program? 

What of the newly arrived or the 
newly· formed families, including veter
ans, who are without housing, and under 
this bill would not have a chance for 
public housing simply because they are 
not fortunate enough to be displaced? 

The same holds for other families who 
need it badly but would not get an ounce 
of benefit from the bill as presently 
drawn. · 

There are a couple of other items in 
this conference bill worth mentioning. 
You will recall that veterans' preference 
for admission to public housing is ex
tended for another 5 years. This in it
self is most commendable, because today 
veterans account for about one-half of 
the admissions to public housing. But
under this legislation, the veteran, un
less he lives in a slum marked for clear
ance under title I, remains a slum 
dweller. 

Mr. President, President Eisenhower's 
public-housing program as passed by the 
Senate was more realistic, more practi
cal, and more humane than the provi
sions of this bill. It allowed for better 
planning. It embodied provisions for 
long-range economy and intelligent 
planning that I find conspicuously ab
sent in this conference bill, a fact that 
will become increasingly evident as time 
passes. 

For these reasons, Mr. President, I 
shall vote against the conference report. 

JOSEPH P. McMURRAY 
Mr. MAYBANK. · While the distin

guished senior Senator from New York 
[Mr. IvEsl is the occupant of the chair, 
I desire to take this occasion to inform 
the Senate that beginning tomorrow we 

· shall lose the services of Joe McMurray, 
who has been a member of the staff of 
the Committee on Banking and Currency 
for many years. He was a member of 
the staff when the late Senator Wagner 
was chairman of the committee, and 
continued to serve under the late Sen
ator Tobey, of New Hampshire. He 
served on the staff when I was chairman 
of the committee. At present he is serv
ing under the chairmanship of the dis
tinguished Senator from Indiana [Mr. 
CAPEHART]. 

I am certain that all Senators realize 
the housing problems confronting the 
city of New York, under its present 
mayor. Since this is the last day of serv
ice in the Senate for Joe McMurray, be
cause he will take omce in New York city 
tomorrow, I desire to pay my respects to 
him. He has been an honorable, capable, 
etncient, and sincere servant of the Sen
ate, of the Government, and of the peo
ple of America. 

Mr. LEHMAN. Mr. President, I take 
great pleasure and pride in echoing the 
words of the distinguished Senator from 
South Carolina [Mr. MAYBANK]. I have 
known Joe McMurray for a. great many 
years. :r knew him long before :r came 
to the Senate of the United States and 

became a member of the Committee on 
Banking and Currency. I cannot con
ceive of any person who could have done 
a more useful job than that which Joe 
McMurray has done·. He has been a 
source of strength to the committee. 

Tomorrow he will be sworn in as 
Executive Director of the Housing Au
thority of New York City. It is a source 
of very great regret to me that I cannot 
be present to do honor to him. It would 
have given me the greatest pleasure to 
be present, but I cannot attend for ob
vious reasons. All Members must remain 
in attendance on the Senate during the 
closing days of the session. 

But I congratulate my own city of 
New York upon having obtained the 
services of this fine public servant, who 
has done so much for all of us and for 
the people of the country during his 
service on the staff on the Committee on 
Banking and Currency. I wish him well. 
I cannot tell in adequate words how 
much I admire this young man, and how 
fully confident I am that he will continue 
his splendid service for the people of my 
State and for the country. 

Mr. MURRAY. Mr. President, I de
sire to associate myself with the remarks 
of my colleagues on this side of the 
aisle. I have known Joe McMurray for 
many years, ever since he first came to 
the Hill. He was the first technician 
employed on the former Committee on 
Education and Labor, and rendered very 
valuable service to the committee dur
ing the years of his service. 

I recall that the late Senator Taft ad
mired Joe McMurray very highly, and 
complimented him upon the fine work 
he had rendered to that committee. 

I personally am deeply obligated to 
Joe McMurray for the able service and 
help he rendered to me during the time 
I was chairman of that cemmittee. I 
join with my colleagues in expressing 
high regard for him and in wishing him 
success in the new field which he is 
entering. 

Mr. CAPEHART.. Mr. President, I 
simply wish to say that Joe McMurray 
is a sincere, conscientious, hard worker. 
we_ are sorry to lose him, but we ·wish 
him well in his new work in New York 
City. 

Mr. JOHNSTON of South Carolina. 
Mr. President, I wish to concur in what 
the Senator from Montana [Mr. MUR
RAY] has said with regard to Joe Mc
Murray. I also was a member of the 
Committee on Education and Labor 
several years ago. Several other Sena
tors who are present at this time were 
also·members of that committee. 

Joe McMurray did wonderful work for 
us, and everybody placed faith and con
fidence in him. 

I wish him well in his new field of 
endeavor. 

Mr. · MONRONEY. Mr. President, I 
join with my colleagues on this side of 
the aisle who have expressed apprecia
tion for the many years of faithful 
service which Joe McMurray has ren
dered to the Committee on Banking and 
Currency. 

When :r was a. member of the House 
Committee on Banking and Currency, :r 
had some aSsociation with Mr. McMur-

ray, who was then a staff expert of the 
Senate Committee on Banking and Cur
rency. I have observed him working 
through the night to prepare conference 
reports on some of the most important 
legislation to have been considered dur
ing World War ll and immediately 
thereafter. 

New York will be the great gainer in 
his exchange of positions. The Senate 
will feel the loss of a very valued staff 
assistant. 

Mr. SMATHERS. Mr. President, I 
join my colleagues in saying we are going 
to miss Joe McMurray. It has been my 
privilege to have had the opportunity to 
know him, as the other Senators have, 
and never have I seen a member of the 
staff of any committee who ·has been 
more helpful and more responsive to the 
requests made -of him by Senators. He 
has been very faithful in his assistance. 
We dislike to see him go, and, as the 
Senator from Oklahoma has said, his 
departure will be Washington's loss and 
New York's gain. 

The PRESIDING OFFICER <Mr. 
IvEs in the chairL The present occu
pant of the chair would like to join in 
the words of tribute to Joe McMurray, 
and to point out that everything that 
has been said in his praise is fully 
deserved. 

Mr. SPARKMAN. Mr. President, be· 
fore I start the remarks I intend to make 
on the conference report, I should like to 
take a moment to add by word of trib
ute to that of other Senators who have 
spoken ahead of me to Joe McMurray, 
who ever since I have been a member of 
the Banking and Currency Committee 
has been a very able, competent, and de
pendable staff member and staff director. 
I am delighted, of course, that he is go
ing. to a position which means an ad· 
vancement for him. I know of no one 
in the employment of the Senate whom 
we shall miss more greatly than we shall 
Joe McMurray. He has been a great 
help, always to be relied upon for guid- · 
ance, for advice, and for real assistance 
in every respect. I certainly wish for 
him as he goes away every happiness and 
every success. 

By the way~ I may say those senti
ments include the very fine family he 
has, also. I wish for them the greatest 
of happiness as they take their leave and 
go to another city. 
· -Mr. FULBRIGHT. Mr. President, I 
should like to associate myself with the 
remarks of the Senator from Alabama. 
I recall the first day I came to the Sen
ate. I believe I made the acquaintance 
then of Joe McMurray, who was at that 
time on the staff of the Education and 
Labor Committee to which I was as
signed. 

Since I have been in the Senate I have 
seen Joe McMurray in various assign
ments, and have the greatest regard for 
his ability. · 

It will be embarrassing to me now that 
he will be gone, not to be able to call on 
him to submit the questions which come 
to me from my State, because I could 
always rely on Joe McMurray to give me 
an accurate and prompt answer to the 
many inquiries in the housing and othet: 
fields which originated in my State. 
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I certainly wish to express my regret 
that he is leaving, but also my congratu
lations to the city of New York for hav
ing acquired a very fine public servant. 
He goes with my very best wishes. 

Mr. KENNEDY. Mr. President, I 
should like .to associate myself with the 
remarks of the Senator from Alabama 
and the Senator from Arkansas. I think 
Joe McMurray's contribution to the de
velopment of a successful housing pro
gram has not been confined solely to as
sisting members of the Banking and 
Currency Committee, but he has been an 
assistance to all Senators. I certainly 
join with the Senator from Alabama in 
hoping his service to New York City will 
be as beneficial as it has been to the 
Senate and to the people of the country 
at large. 

Mr. DOUGLAS. It is a real privilege 
to be able to pay tribute to Joe McMur
ray, who seems to me to be a model 
public servant. In my 6 years of service 
on the Banking and Currency Commit
tee, I have frequently, in fact, almost 
constantly, called upon him for infor
mation. 

I have always found his statements of 
fact to be accurate, unprejudiced and 
unbiased and his knowledge of the legis
lation under his study to be thorough 
and complete. He is a tireless worker; 
he is completely devoted to the public, 
and has a. fine sense of humor and the 
gift of his race in getting along with 
people. 

He makes us all love him. It is with a 
real feeling of loss that we learn of his 
departure. But we feel confident that 
even greater opportunities for service 
are opening up for him. I am sure that 
all of us send with him our very best 
wishes. 

Mr. HUMPHREY. Mr. President, I 
should like the privilege of associating 
myself with the remarks of the Senator 
from Alabama [Mr. SPARKMAN], the Sen
ator from Arkansas [Mr. FuLBRIGHT]. 
the Senator from Massachusetts [Mr. 
KENNEDY], ·and the Senator from Illinois 
[Mr. DouGLAS], and other Senators in 
paying tribute to Joe McMurray for the 
fine work he had done for the entire 
Senate-in fact, for the Congress and for 
the Government. 

It has not been my privilege to be a 
member of the Banking and Currency 
Committee, but as a Member of this body 
I have gone to Mr. McMurray many 
times and asked for guidance and advice 
and counsel on matters, particularly 
those pertaining to our housing program. 
He has always given me accurate infor
mation and done so with a willingness of 
spirit and heart which has made me feel 
he is truly dedicated, as he is, to the 
best interests of the community and to 
the highest standards of public service. 

I can recall also during my days of 
municipal service as mayor of the city 
of Minneapelis at the time when we 
were concerned with the housing and 
redevelopment program for the city of 
Minneapolis, Mr. McMurray was kind 
enough then to give me advice and coun
sel and to assist us in the initial opera
tions of that program. I wish him well 
in his new endeavors. 

The city of New- York is very fortu
nate to have a man of his competence, 
background, and experience to head up 
or to give direction to the housing and 
redevelopment program of that city. It 
is an immense program. I imagine it is 
the biggest in the Nation. 

Joe McMurray will be able to leave 
his mark of achievement and accom
plishment there just as he has here. I 
wish him well. 

Mr. BUSH. Mr. President, I wish to 
associate myself with the most compli
mentary statements which have been 
made about Joe McMurray, who is leav
ing the Senate to assume the position 
of executive director of the New York 
City Housing Authority. He has been 
of great help to me, especially in con
nection with this bill. I think his serv
ices as a member of the stat! of the Com
mittee on Banking and Currency, so far 
as I have observed them, have been en
tirely creditable and entirely honorable. 
I am very sorry that he is leaving the 
service of the Senate. 

ORDER FOR RECESS UNTIL 10 
O'CLOCK A. M. TOMMORROW 

Mr. KNOWLAND. Mr. President,. it 
is obvious that we cannot complete ac
tion on the foreign aid bill today·, and 
it is not my intention, as· I announced 
earlier, to hold the Senate in a late ses
sion tonight. I have in mind requesting 
that when the Senate completes action 
on the housing conference report to
night it recess until tomorrow at 10 
o'clock in the morning. 

Therefore, Mr. President, I ask unani
mous consent that when the Senate 
completes its labors this evening, it re
cess until 10 o'clock tomorrow morning. 

The PRESIDING OFFICER {Mr. 
FLANDERS in the chair). Is there objec
tion? The Chair hears none, and it is 
so ordered. 

Mr. FULBRIGHT. Mr. President, will 
the Senator from California yield for 
a question? 

Mr. KNOWLAND. I yield to the Sen
ator from Arkansas. 

Mr. FULBRIGHT. About how late is 
it expected that the Senate will continue 
in session tonight? 

Mr. KNOWLAND. If the distin
guished Senator from Alabama -will 
yield for a question, I have been asked 
by the Senator from Arkansas how long 
it is expected that the Senate will con
tinue in session tonight. I do not know 
that ther:e are other speeches besides 
that of the Senator from Alabama. Per
haps_ there will be brief closing remarks 
by the Senator from Indiana. May I 
ask how long he would expect to take? 

Mr. CAPEHART. I have had a num
ber of Senators ask whether there would 
be a yea-and-nay vote on the confer-· 
ence report. That was not my inten
tion, but I have been informed that 
eertain Senators are going to insist on 
a yea-and-na.y vote. 

Mr. KNOWLAND. I am merely try
ing to answer the question of the Sena
tor from Arkansas. 

Mr. SP~. My guess would be 
that it would take me about 30 min
utes to complete my remarks, provided 

there are not ·too many interruptions. 
I have many insertions to make in the 
RECORD. 

Mr. KNOWLAND. I would say in re
ply to the question of the Senator from 
Arkansas, if he understands that my an
swer is only an approximation, that the 
Senate probably will reach a vote on the 
conference report between a quarter of 
7 and 7 o'clock. Thereafter, I shall move 
that the Senate recess until tomorrow 
morning. 

REVISION OF ATOMIC ENERGY ACT 
OF 1946 

The PRESIDING OFFICER laid be
fore the Senate a message from the 
House of Representatives announcing 
its disagreement to the amendments of 
the Senate to the bill <H. R. 9757) to 
amend the Atomic Energy Act of 1946, 
as amended. and for other purposes, 
and requesting a conference with the 
Senate on the disagreeing votes of the 
two :aouses thereon. 

Mr. HICKENLOOPER. I move that 
the Senate insist upon its amendments. 
agree to the request of the House for 
a conference, and that the Chair ap
point the conferees on the part of the 
Senate. 

The motion was agreed to; and the 
Presiding Officer appointed Mr. HICKEN
LOOPER, Mr. KNOWLAND, Mr. BRICKER, Mr. 
JoHNSoN of Colorado, and Mr. ANDER
SON conferees on the part of the Sen
ate. 

COMMI'ITEE MEETING DURING 
SENATE SESSION 

Mr. MARTIN. Mr. President, I ask 
unanimous consent that the Committee 
on Public Works may meet tomorrow 
forenoon, during the session of the Sen
ate. 

Mr. KNOWLAND. Mr. President, let 
me ask the distinguished chairman of 
the Committee on Public Works whether 
this matter has been discussed with the 
distinguished minority leader, the senior 
Senator from Texas [Mr. JoHNSON]. 

Mr. MARTIN. I took it up with the 
Senator from Texas; and it is perfectly 
.satisfactory, so far as he is concerned. 

Mr. KNOWLAND. Very well; I have 
no objection. 

The PRESIDING OFFICER. With
gut objection, it is so ordered. 

THE JUNIOR SENATOR FROM 
WISCONSIN 

Mr. SPARKMAN obtained the floor. 
Mr. FLANDERS. Mr. President, I ask 

the Senator from Alabama to yield to 
me, if he can yield without losing the 
floor, for a period of 9 minutes and 40 
seconds. 

Mr. SPARKMAN. I ask unanimous 
eonsent that I may be permitted to yield 
to the Senator from Vermont for 9 min
utes and 40 seconds without losing the 
:floor. 

The PRESIDING OFFICER. The 
Senator may proceed for 9 minutes and 
40 seconds. 

Mr. FLANDERS. Mr. President, this 
Friday, 1n accordance with my previ-
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ously announced plan, I shall ask the 
Senate to vote on a resolution of censure 
against the junior Senator from Wis
consin. There are three dangers which 
this resolution faces: First, smear 
attacks; second, parliamentary maneu
vers; third, attempts to perfect it to 
death. 

On the first point, let me say that the 
public must realize that the junior Sen
ator from Wisconsin is facing his day 
of judgment on Friday. It is a show
down he would like to avoid, and he is 
likely to strike out in any direction with 
irrational attacks to divert attention 
from himself. Let me say furthermore 
that I am confidently expecting attacks 
on myself and the supporters of my reso
lution perhaps between now and July 
30th, certainly on the 30th. There are 
gumshoe tracks all around me and finger 
prints on all the door knobs. I do not 
have to send for an expert to trace the 
source of the gumshoe tracks and the 
fingerprints. But I will not be diverted 
from my purpose of getting on Friday a 
vote of censure on the junior Senator 
from Wisconsin. 

One of the procedures in which he 
has a special proficiency is that of divert
ing at-tention from the matter at hand to 
a hundred related matters and thus 
scattering the interest and scattering 
the effort against unimportant targets. 
I will not be diverted by this means no 
matter how ingenious and apparently 
serious the diversions may be. 

If a file from the records of the Com
mittee on Government Operations should 
be brought out against me, I would not 
be surprised. I will, however, in that 
case, call the attention of the Senate to 
what would appear to be an interesting 
fact; namely, that the generous appro
priation granted that committee by the 
whole Senate, with a single exception of 
junior Senator from Arkansas, is being 
used to finance the preparation of files 
against fellow Senators. This possibility 
was first suggested during the recent 
hearings when, according to the news 
reports, the former special assistant of 
the chairman of that committee threat
ened the junior Senator from Washing
ton with disclosures of some unrelated 
nature. If committee files have been 
prepared for that purpose on him, on 
me, or on any other Senator, that is 
something which we will all have to take 
into account in arriving at a conclusion 
as to whether the junior Senator from 
Wisconsin needs censure. 

A second danger the resolution faces 
is various technical parliamentary mo
tions. I would like to call to the earnest 
attention of my colleagues that a record 
vote will be held on this resolution. The 
first vote will not necessarily be on the 
resolution itself. It may be on motions 
to amend, or as we have been fore
warned, on a motion to table the reso
lution. 

I am sure that the public in general 
realizes that a motion to table commits 
us on the resolution to censure as deeply 
and completely as if the motion itself 
were being voted on. A vote to table is 
a vote to support the junior Senator from 
:Wisconsin. A vote against tabling is a 

vote for the resolution of censure. Even 
absence has significance. Some ab
sences will be necessary and justifiable, 
but other absences can justly be taken 
as evidence of an unwillingness to face 
the vote. 

There are innumerable parliamentary 
hurdles which can be raised. These will 
be dealt with as they appear, but I am 
sure the public will not be fooled. The 
reports in the newspapers on Friday will 
constitute a scorecard outlining the var
ious technical moves and indicating the 
real meaning of each of these moves. 
Thus, the public can follow clearly the 
action on this proposal. 

A third danger which can emanate 
from the best of intentions would be 
the amending, changing, and rewording 
of the resolution of censure. 

I intend to produce my own bill of 
particulars. Other Senators have theirs, 
and I hope they will state their own 
particulars regarding the Senator from 
Wisconsin. But we should always re
member that we are not merely con
demning a particular action of a par
ticular date-but that we are also deal
ing with an "ism." The depredations 
of McCarthyism, launched from the 
perch of the chairmanship of the Gov
ernment Operations Committee, have 
affected the lives of all of us. Mc
Carthyism has invaded the religious, 
military, educational, cultural life as 
well as the political affairs of our coun
try. It is all-inclusive in its effect and 
must be deplored in an all-inclusive 
manner. 

In form the resolution is that of cen
sure of one of our fellow Members. In 
essence and in final effect in its vote on 
this resolution the_ Senate is passing 
judgment on its own honor. 

Five years ago we had courage. Under 
the dynamic leadership of the Senator 
from South Carolina [Mr. MAYBANK] and 
our late and beloved friend, Senator 
Taft, from Ohio, we declared that during 
the next 6 years we would build 810,000 
homes for families of low income, fam
ilies that would be rehoused from slum 
environments. 

What has happened to the housing 
bill that we passed in 1949 is now legend. 
Now we are called upon today to kill 
the one housing program that this Con
gress has passed that was dedicated to 
the interests of the little people. It was 
a program that would permit families 
to escape from the complete degrada
tion of slums into the sunlight of a sim
ple but clean home where parents and 
children could sleep in different bed
rooms. 

Mr. President, have you ever lived in 
the fear that your child's face might be 
partially eaten away by rats during the 
night? Have you ever shared toilet 
facilities with 15 other families, and had 
the plumbing in that 1 room off the hall 
clogged for weeks on end? Of course 
you have not. But millions of your 
fellow Americans are living under such 
conditions today. And if we vote for 
the adoption of the conference report 
on the Housing Act of 1954 we will be 
voting for the perpetuation of slums, 
and will be voting to keep millions of 
American children in conditions that we 
in this body would never permit our 
animal house pets to suffer. 

If what I say is emotional, I mean 
it to be emotional. There must be some 
heart in the Congress of the United 
States. There must be those who feel 
that the greatest asset this Nation has 
is its people, not its dollars. There must 
be those who are willing to invest a 
relatively few dollars in the future citi

HOUSING ACT OF' 1954-CONFER- zens of America. There were those in 
ENCE REPORT the other body of this Congress who felt 

The Senate resumed the consideration as strongly as I feel, but they were out
of the report of the committee of con- numbered to a shocking degree by those 
ference on the disagreeing votes of the who would perpetuate slums in the name 
two Houses on the amendment of the of private enterprise. 
Senate to the bill <H. R. 7839) to aid in There are some good provisions in the 
the provision and improvement of hous- housing bill that we are asked to approve 
ing, the elimination and prevention of today. It makes considerable conces
slums, and the conservation and devel- sions to the building industry. It may 
opment of urban communities. induce the construction of about 1 mil-

Mr. SPARKMAN. Mr. President, at lion homes during the coming year, 
some time during the course of my re- when the housing need in this country is 
marks I am hopeful the chairman of our at from a million and a half to 2 million 
committee, the Senator from Indiana homes a year for the next 10 years. 
[Mr. CAPEHART], will be on the floor, be- While, in my opinion, some of the 
cause I want to ask him a ~ouple of pending measure represents bad public 
questions. The Senator from Indiana, I policy, the principal point of debate is 
suppose, will be back shortly since he public housing. Never has the public
told me he had to leave the floor tempo- housing program been defeated in the 
rarily. Senate of the United States, except as a 

Mr. President, today we are witness- last-minute compromise on an appropri
ing the planned execution of one of the ation bill in the dying hours of a Con
greatest programs that was ever adopted gress. Today we have the greatest op
by this Congress. portunity ever afforded us to reassert our 

Many in this Chamber today recall belief in the right of American families 
the passage of the Housing Act of 1949. to adequate shelter. We will reassert 
It was sponsored by 11 ·Republicans and that belief by sending this measure back 
11 Democrats. It established a national to conference with instructions that it 
housing policy-a policy that stated sim- not be brought back to this body unless 
ply that every American family was en- it provides for the President's program 
titled to a decent home in a suitable of 140,000 low-rent, public-housing units 
living environment. . to be built at the rate of 35,000 units a 
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year over the next 4 years. I have always 
believed that the President's program is 
inadequate. Thirty-five thousand homes 
a year of public housing when the 
demonstrated need would dictate 200,000 
such homes a year is a mighty small 
bone to throw to those in desperate need. 
But at least it is a bone. There are some 
vitamins in the marrow. 

The conference, and I was a member 
of the conference, but declined to sign 
the report, has reported a bill to us that 
would provide 35,000 units of low-rent 
public housing for 1 year, to be built in 
communities having operating slum 
clearance, redevelopment, or urban re
newal programs under title I of the Hous
ing Act of 1949. May I predict now, 
that we are not voting for 35 ,000 units 
of public housing to be built to rehouse 
families displaced by slum clearance or 
some other public action in communities 
having title I programs, we are voting 
for no public housing units in the coming 
year or any other year. We are voting 
death to the program, and it is a pre
meditated death that was carefully ar
ranged by the managers of this report. 

In the first place, 15 States have no 
redevelopment legislation and here they 
are: Arizona, Florida, Georgia, Idaho, 
Iowa, Mississippi, Montana, Nevada, 
North Dakota, Washington, Wisconsin, 
and Wyoming. In Kansas, Maine, Indi
ana, and Nebraska authority for such 
projects is limited to one city. But that 
is merely a matter of law. There still 
remain some States that could partici
pate in this program if we mean what 
we say rather than what we are at
tempting to write into law. 

All of the tiny, little, 35,000-unit pro
gram for the whole United States will 
have to be placed under loan and annual 
contributions contract by June 30, 1955, 
in order to be legal under the program we 
are asked to approve. That would not 
be difficult, if we were talking in terms 
of public-housing projects. But that we 
are not doing. In this bill, we say that 
these few units must be used to rehouse 
families displaced in -communities hav
ing slum-clearance programs under title 
I of the Housing Act. 

The distinguished chairman of the 
House Committee on Banking and Cur
rency made this interesting statement in 
the House of Representatives on July 20, 
when he was describing the public hous
ing provisions of the report: 

A slum clearance or urban renewal or 
redevelopment project is not being carried 
out until at least the final plans have been 
approved by the Federal Government. 

Certainly, all of us must agree that 
there is no greater authority on what is 
before us today than the distinguished 
Representative WoLCOTT, of Michigan, 
who spoke those words. Yet, Mr. Presi
dent, I cannot agree that what he said 
represented the views of the conferees. 
On the contrary, it seems to me that 
Representative Wox.coTT was speaking 
only for himself, and in generic terms. 

Mr. President, later I propose to ask a 
question of the senior Senator from In
diana [Mr. CAPEHART], the chairman of 
the Senate Committee on Banking and 
Currency, as to his interpretation of the 
public housing provisions, in order that 

the RECORD may be clear as to what the 
intent of the conferees was. 

Mr. President, when a community in 
one of the States where slum clearance 
is possible wants to clear its slums and 
use low-rent public housing to care for 
the families of low income who are cer- _ 
tain to be displaced, what must it do? 
First of all, it must conduct a survey to 
determine the eligibility of its program. 
It must prepare a redevelopment plan, 
and must ascertain the relocation needs 
and resources of the community to take 
care of the families that will lose their 
homes. Then it must come forward with 
a complete relocation plan, which may 
well include public housing. But under 
this bill, such public -housing cannot be 
programed because the slum-clearance 
program cannot yet be approved. Dur
ing the entire planning period, the local 
public agency must obtain approval of 
the local governing body of the total re
development plan. There must be pub
lic hearings, and then the whole ball of 
wax must be submitted to Washington 
for approval. But still it is not possible 
to request public housing to care for dis
placed families. Much more goes into 
the building of a project of this kind, but 
the important fact is that, under today's 
procedures, a typical project requires 2% 
years for the planning period, after the 
area has been selected and approved by 
action of the local governing body. 

The record indicates that this time is 
divided by allowing 15 to 17 months for 
preliminary planning, and 12 to 15 
months for final planning, which in
cludes obtaining local and Federal ap
provals. That is the record. It is under
standable. It takes time to provide ma
jor surgery on the communities of this 
country. 

But that is not what we are talking 
about here. We are saying to the Nation 
that if we approve this conference re
port, we shall build 35,000 low-rent pub
lic-housing units in the coming year to 
rehouse families displaced by slum
clearance projects. We also say that 
unless they are put under contract by 
next June 30, there will be no program. 

But the fact is that it will take from 
12 to 15 months to organize a slum
clearance program and obtain Federal 
approval, so that an application may be 
made for public housing. But the au
thorization we are giving today will ex-
pire in 11 months, 1 month before most 
programs will be ready to seek approval 
for public housing. 

Let it 8e remembered that I have not 
mentioned 1 hour of the time that is re
quired to initiate, carry through, obtain 
local and Federal approval .of, and com
plete, a low-rent public-housing job. As 
a matter of fact, the typical public
housing project on a slum site requires 3 
years between signing the loan and an
nual contributions contract and initial 
occupancy. For a vacant site, the pe
riod is 2 years. 

It might be well for the Senate to stop 
for 2 minutes--120 seconds--in its mad 
rush for adjournment, to remember 
that in dealing with housing, we are 
dealing with human beings. We are not 
talking of kilowatt-hours, bushels of 
wheat, or the sugar content of a beet. -~ 

We are talking about people and how 
they live-people like us, except that 
they may not be Members of the 
United States Senate. We are talking 
about millions of human beings. The 
future of our country rests far more in 
their hands than in the hands of those 
of us who are debating this problem 
today. 

The measure before us today, I say 
most respectfully, will not serve the in
terests of great· masses of our people. 
It describes housing for families of low 
income, but makes very certain that none 
will be provided. It describes slum 
clearance and urban redevelopment, 
and then makes no provision for families 
that would be displaced by such actions. 
The pending measure does, of course, 
give the -bankers a secondary mortgage 
facility, at the expense of the home 
buyer; and it provides greater Federal 
guaranties for private housing than have 
ever before been considered. 

It would seem to me, as one who has 
long fought the hard fight for decent 
housing, that the most honest action the 
Senate of the United States can take 
today is to send this measure back to 
conference, with instructions to recon
sider it in the public interest. 

Mr. President, in that connection let 
me say that I have never been one to 
advocate a vast program of public hous
ing. I have always felt that the late, 

. beloved Senator Taft had a very under
standing way in presenting this program 
of public housing, of which, after all, he 
was probably the leading advocate. I 
remember very well his testimony to the 
effect that this country ought to have 
approximately 10 percent of its housing 
program made up of public-housing 
units. That would be between 100,000 
and 150,000 units a year, if his estimate 
were carried out. 

I have never thought that necessarily, 
we would actually need the number year 
in and yeal' out; but ever since the pro
gram was adopted, I have always 
thought of public housing as being an 
essential part of an overall housing pro
gram that tried to make it possible to 
provide for the American people-those 
in every segment of our economy-a 
reasonable opportunity and chance to 
have a decent home in a decent environ
ment. 

Mr. President, I wish to say that while 
I am protesting against killing the pub
lic-housing part of our law-and, after 
all, that is, in effect, what the pending 
proposal is; there may be a little draw
ing out in a limited way, but neverthe
less the conference report will kill the 
public-housing part of the law-! wish 
to say I would have protested just as 
strongly, had it been proposed to do away 
with any other part of this program, 
which I conceive to be just as necessary 
as an overall housing program. 

I think it is to be deplored, Mr. Presi
dent. I wish to point out again that it 
is completely contrary . to the President's 
program, in which the Congress, and, in 
particular, the Banking · and Currency 
Committee were asked to continue, not 
the full force of the housing program, 
but a program of 35,000 units over a pe
riod of 4 years, during which time there 
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would be an opportunity to reexamine 
the entire program, after . which we could 
chart our course, insofar as the future 
is concerned. It seems to me that was 
a very reasonable request; and I certain
ly would not urge going beyond support
ing the President's program, which this 
conference report does not do. 

Mr. President, it has been my expe
rience that many men who have opposed 
low-rent housing change their minds, 
once they study the facts. 

Recently I was pleased to receive a 
copy of a speech made some time ago by 
our colleague and good friend, the dis
tinguished senior Senator from Connec
ticut [Mr. BusH]. In the speech, .he 
made some statements which I think are 
excellent. He said: 

I must confess that some years ago I had 
grave doubts about the wisdom of Federal 
intervention in the housing field, particu
larly when it came to providing public hous
ing. I owe a great debt to the late Senator 
Taft for the enlightenment he gave me-and 
very many other Americans--on this prob
lem. 

Through pet11onal conversations with Bob 
Taft, whom I was privileged to know as a 
friend, I came to see that Federal assistance 
in the housing field was in complete har
mony with the philosophy so well stated by 
Abraham Lincoln in these words: 

"The legitimate object of government is 
to do for the people what needs to be done, 
but which they cannot, by individual ef
fort, do at all; or do so well, for themselves." 

Now, I think it is an indisputable fact· 
that the building industry has been unable 
to solve the problem of providing low-cost 
housing within the means of families with 
very small incomes. The provision of such 
housing is beyond the financial capacity of 
the States and local communities. If the 
problem is to be solved at all, the Federal 
Government must play a part. 

In the ·speech the Senator from Con
necticut [Mr. BusH] gives some history 
of low-rent housing, and gives some ex
cellent quotations from the remarks of 
the late Senator Taft. He closes his 
speech with a .very eloquent plea fol," 
housing. He said: 
. I believe that it is a goad thing for the

country that common agreement has been 
achieved on this question. Progress has 
been made since the passage of the compre
hensive housing law in 1949; but much still 
remains to be done. 
· One has only to walk a mile or so in any 

direction from our National Capitol to see 
slum areas, breeding grounds of crime and 
disease, and houses which are a disgrace to 
America. One can hardly visit any major 
city in America without coming a<:ross simi
lar conditions. 

The Senate's version of the Housing .A,ct 
of 1954 gives Federal leadership in the com
mon effort to provide good housing. It re
flects President Eisenhower's conviction 
"that every American family can have a 

· decent home if the builders, leaders, and 
communities and the local, State, and Fed
eral Governments, as well as individual citi
zens, will put their abilities and determina
tion energetically to the task." The Senate 
bill, I believe, provides a means by which 
we can progress toward that common goal. 

I should like to point out that the Sen
ate bill, as it went to conference, con
tained a housing provision which was 
in accordance with the President's pro
gram. 

Mr. President, there are States in 
which many cities have_ already gone~ · 

. . 
the expense and trouble to make plans 
for low-cost housing projects. The dis
tinguished Senator from Massachusetts, 
a short time ago, gave a list of cities 
and towns in his own State in different 
stages of preparation for low-cost hous
ing projects. I should like to use the 
State of Alabama as an example of the 
situation which I know exists in other 
States. 

I am informed that in Alabama cities 
more than 5,000 units which have been 
planned cannot be built under the report 
agreed to by the conferees. 

I ask unanimous consent that a list 
of the cities in Alabama be printed in 
the RECORD at this point of my remarks. 

There being no objection, the list was 
ordered to be printed in the RECORD, as 
follows: 
Abbeville--------------------------- 40 
Adamsville-------------------------- 115 Aliceville __________ :_ ________ _::_______ 44 
Altoona_____________________________ 34 
Anniston___________________________ 136 
Arab_~----------------------------- 32 
Attalla------------------------------ 110 
BerrY------------------------------- 24 
Birmingham------------------------ 2, 000 
Brookside--------------------------- 6 
Carson----------------------------- 10 
Chatom____________________________ 22 
Collinsville------------------------- 2 
Crossville--------------------------- 6 
Demopolis-------------------------- 100 Elba ___ :_____________________________ 34 

Enterprise__________________________ 50 
Florala _______________ ,_____________ 42 

F!orence____________________________ 100 
Gardendale_________________________ 62 
Gadsden____________________________ 200 
Geneva_____________________________ 34 
Graysville -------------------------- 74 
Haleyville--------------------------- 8 
Hanceville__________________________ 12 
Harpersville------------------------- 16 
Hartford---------------------------- 34 
Heflin______________________________ 34 
Kimberly--------------------------- 62 
Leeds------------------------------- 18 
Leighton____________________________ 30 
Lineville____________________________ 28 
!dcintosh--------------------------- 10 
!dillry______________________________ 8 

York ------------------------------- 18 
!dobile______________________________ 207 
!4ontgomerY------------------------ 910 
!4ulga______________________________ 23 
Oneonta--~------------------------- 10 
0PP-------------------------------- 60 
Pell CitY---------------------------- 48 
Piedmont--------------------------- 36 
~land---------------------------- 26 
Iteform_____________________________ 6 
Scottsboro__________________________ 100 
Sun Flower_________________________ 10 
Talladega___________________________ 196 
Trussville--------------------------- 34 
Vincent----------------------------- · 12 
Warrior----------------------·------- 74 
Winfield---------------------------- 4 
Yellow Pine_________________________ 10 

Mr. SPARKMAN. It would be unjust 
and unfair not to permit these towns 
and cities to proceed with their plans, 
and thereby enable many families to 
have better homes and better surround
ings. 

I may point out that most of the towns 
are small, and it must be remembered 
that it was the smaller cities and the 
small towns that were the last to be 
provided for . in the housing program. It 
was done by way of 'an amendment 
sometJme afte!' the original ~ill became_ 

law. It takes time to get these projects 
going~ and many such cities and towns 
had their plans just about ready when · 
the cut-of! came by a rider on an appro
priation bill a year or two ago~ The . 
present provision does not open them up 
again, because under the amendment 
agreed to in conference, new units must 
be limited to those which are connected 
with slum-clearance projects. The dis
tinguished Representative from Michi
gan [Mr. WoLCOTT], who is chairman 
of the House Committee on Banking and
Currency, stated, when the present con
ference report went to the House, that 
it would be virtually impossible to get 
such a project through. I believe he was 
wrong, and I · believe the conferees on 
the part of the Senate to a man would 
say that his interpretation was wrong. 

We have in Alabama a very excellent 
League of Municipalities. That league is 
headed by a warm personal friend of 
mine, a man who· is doing a first-class 
job and who is truly in sympathy with 
the underprivileged residents of Ala
bama cities. 

Some months ago he addressed the' 
annual meeting of the Alabama Associa
tion of Housing Authorities. His re
marks were most appropriate and are 
timely to the legislation now before us. 
It was my intention to quote from his 
speech, but, instead, in the interest of 
saving time, I ask unanimous consent 
that the portions of the speech I have 
indicated may be printed in the RECORD 
as a part of my remarks. 

There being no objection, the excerpts 
from the speech were ordered to be 
printed in the RECORD, as follows: 

THE TRIPLE THREAT TO Low-CosT HousiNG 
(By Ed E. Iteid, executive director, Alabama 

League of Municipalities) 
Low-rent public housing, from its begin-

ning in the 1930's, has been strongly sup
ported by the Alabama League of Municipal
ities as well as the American Municipal As
sociation and the United States Conference 
of Mayors. 

The other day we had a meeting of the 
League'!! Committee on Federal Legislation. 
This is an important committee which as
sembles data and submits recommendations 
on Federal legislation in behalf of the League. 
The Honorable E. M. Megginson, Commis
sioner of Mobile, is the chairman of this 
committee. 

In its report to the members of the Ala
bama delegation in the Congress, this com-
mittee declared: -

"No program of the Federal Government is 
more important to our muncipalities-to our 
Alabama communities--than the low-rent 
housing program." 

The committee applauded the progress 
that had been made in constructing dwell
ings for more than 8,000 low-income families 
in 58 Alabama towns, but pointed out there 
were still a lot of towns on the waiting list. 
The committee declared that the annual 
limitation of 35,000 units had slowed the 
program to a snail's pace and at this rate 
it would require 4 years for Alabama to put 
its present reservations under construction. 
Meanwhile, other towns with new authorities 
which have applied for low-rent housing are 
forced to await the lifting of the freeze on 
reservations. . 

The committee recommended that con
struction .starts be set at a minimum of 
75,000 units for the next _fiscal year. 

• • • 
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HOUSING INTEREST INCREASES 

It 1s highly gratifying to see so many 
local authorities represented here from all 
sections of the State. A few years ago all 
of the members of the Alabruna Associa
tion of Housing Authorities could be as
sembled in one hotel room. Alabruna then 
had only nine cities enrolled in the low-rent 
public housing program. Now there are 
105. You will better understand our in
terest when I tell you that the Alabama 
League of Municipalities has 236 member
cities and 91 of these cities have Local Hous
ing Authorities 
. As I see it, there are two reasons why this 

program has progressed to the point where 
Alabama now ranks third among all of the 
States in the Union in the number of local
ities participating in the low-rent housing 
program. 

In the first place it is a proven program 
of providing decent, safe, and sanitary hous
ing for low-income families in our large 
cities. It has been tested and its benefits 
in clearing slums, reducing crime, disease, 
and welfare costs are of record in every 
large city in the State. Our mayors, com
Inissioners, councilmen, and the local hous
ing authorities in these large cities are 
pleased with the relationship in all their 
dealings with the Federal Government 
through the Public Housing Administration. 
And I want to say right here it has been our 
good fortune to deal with an exceptionally 
able and highly qualified type of personnel 
in the Atlanta field office of the PHA. While 
they have zealously safeguarded the interests 
of the Government and have insisted upon 
scrupulous observance of the acts of Con
gress, they have recognized at all times the 
sovereignty of the local housing authority. 
They have refused to transgress upon the 
local prerogatives of the authority and the 
breath of scandal has never touched this 
agency. We hope this cordial relationship 
can be preserved. We think it would be 
a tragedy if this relationship should be 
disturbed. 

NEED FOR RENTAL HOUSING '.-%~?.-~~ 
In the second place there has been a great 

need for rental housing in the county seat 
towns and the smaller communities. These 
towns have no slums comparabl~ to the 
congested areas of our larger cities and they 
are not confronted with the same problems 
of crime, disease, and fire hazards. There 
just hasn't been any housing built for rental 
purposes in these towns, to speak of, over 
the past 10 years or more. Meanwhile, there 
has been an unprecedented industrial ex
pansion in the county seat towns and hous
ing of any kind has been at a premium. 
The construction of low-rent housing proj
ects in these towns will not only assure 
low-income families of a safe and sanitary 
place to live, it will provide a more stable 
labor supply for the communities and will 
enable families, who formerly had to be 
transported to and from work, to live near 
their places of employment and to contri
bute to the social and economic well-being 
of the community. 

• • • • • 
In the forthcoming study of the low-rent 

public housing program, we, of course, pledge 
our full cooperation. We know what the 
answer is bound to be if the study is ob
jective and truth-searching. There is no 
subject that has been given a more thorough 
scrutiny than this matter of decent, safe, 
and sanitary housing for low-income fam
ilies. And the answer has always been the 
same. It just can't be done without a sub
sidy any more than a city can retain its 
slums without a subsidy. It all boils down 
to who pays and who gets the subsidy. 

The taxpayers of a city pay the subsidies 
for the slums and there is no escape from 
this concrete and unpleasant fact. The 
:United States Municipal News, in March 

1946, · published a graphic chart on the cost 
of slums. 

SLUMS AND CITY PROBLEMS 
It revealed that while slums made up only 

20 percent of the areas of cities, they ac
counted for 60 percent of all cases of tuber
culosis, 55 percent of all cases of ·juvenile 
d._elinquency, 50 percent of all arrests, 45 
percent of the major crimes, 45 percent of 
the city service costs, 35 percent of the fires, 
and 33 percent of the population. · 

Yet they paid only 6 percent of the tax 
revenues of the cities. 

During the 4-year period of 1945 to 1949 
there were hearings and reports on this mat
ter of housing for low-income families on 
eight separate occasions by committees of 
the Congress. Four of these reports were 
from the Senate Committee on Banking and 
Currency. 

Despite vigorous opposition by the real 
estate and builder groups there was, without 
exceptiqn, a favorable report on the public 
housing_ section of the general housing leg
islation under· considenttion. These bear
ings contain nearly 9,600 pages of printed 
testimony. You know the result. The Con
gress passed the Housing Act of 1949 _ and 
for the first time established a housing pol
icy for the Nation. This act declared ''that 
the general welfare and security of the Na
tion, and the health and living standards 
of its people require housing production 
and related community development suffi
cient to remedy the serious housing shortage, 
the elimination of substandard and other 
inadequate housing through the clearance 
of slums and blighted areas, and the reali
zation as soon as feasible of the goal of a 
decent home and a suitable living environ
ment for every American family. • • *" 

I think we can agree that a serious short
age of nousing for those_ in the upper-income 
bracket has been remedied, but we are a 
long way from having realized the goal of 
a decent home and a suitable living en
vironment for every American family. 

SERIOUS HOUSING SHORTAGE 
Reports for the latest quarter available 

(first quarter 1952) show that the average 
annual income of all families admitted to 
low-rent housing projects was only $1,914 
throughout the United States. The median 
gross rent for these families, which includes 
the cost of all utilities, was $32. 

For the same period the average annual 
income of families admitted in the Atlanta 
field office area was $1,735 and the median 
gross rent was $27. 

These are low-income families. They can
not afford to pay the rentals for privately 
owned standard housing. Wi~hout aid from 
the Federal Government and indirect sub
sidies of the cities they cannot have the 
decent home and the suitable living en
vironment that the Congress has declared 
is the objective for every American family. 

This is the conclusion reached in all of the 
numerous investigations that have been 
made.- In our opinion any factfinding 
study of the future must reach this same 
conclusion. 

State stands -as a bulwark against commu-
nism or any other ism. -

The United States is still a young country. 
It grows greater each year because our in
stitutions are constantly adapting them
selves to meet the changing needs of the 
people. A combination of geography, nature, 
initiative and inventiveness has taken us 
where we are and has protected us from the 
fate of people elsewhere. To the extent 
these needs can be met without Government 
assistance, so much the better. Where they 
cannot be met without Government aid it 
becomes the Government duty and responsi
bility to meet them. Otherwise through 
failure of the Government to make its insti
tutions function to serve its peoples' needs, 
we shall invite the loss of the very liberties 
we prize. 

Mr. SPARKMAN. I pointed out a few 
minutes ago that not one of the smaller 
cities or towns in my State would be able 
to qualify even for continuing the pro
gram it had already started before the 
cutoff date came. That also applies to 
most of the States of the Union. So a 
great gap is left. If this provision pre
vails, I doubt very seriously-and I think 
I am correct in making this assertion
that a single housing unit will be built 
under the new program anywhere 
throughout the South, which has been 
most active in providing better public 
housing for its citizens of both races. 
A higher percentage, I dare say of that 
housing has been built for Americans 
of the Negro race than for the whites. 

I should like to point out that the head 
of the Alabama League of Municipalities 
and the mayors of towns in Alabama are 
not the only people who have gone 
strongly on record in recent months for 
the continuation of this worthy program. 

I have here an endorsement from 
mayors of some of the largest and most 
important cities in America, including a 
statement which they prepared. I shall 
not take the time to read it, but I ask 
unanimous consent that it may be 
printed at this point· in the RECORD, as 
a part of my remarks. 

There being no objection, the matters 
were ordered to be printed in the REc
ORD, as follows: 
CITIES ENDORSING THE HOUSING STATEMENT 

FOR MAYORS 
Cities and mayors: Atlanta, Ga., William 

B. Hartsfield; Baltimore, Md., Thomas D'Ales
andro, Jr.; Buffalo, N.Y., Joseph Mruk; Den
ver, Colo., Quigg Newton; Kansas City, Mo., 
William E. Kemp; Knoxville, Tenn., George 
R. Dempster; Louisville, Ky., Charles P. 
Farnsley; Milwaukee, Wis., Frank P. Zeid
ler; Minneapolis, Minn., Eric G. Hoyer; New
ark, N. J., Leo P. Carlin; New Orleans, La., 
deLesseps S. Morrison; New York City, N.Y., 
Robert F. Wagner; Philadelphia, Pa., Joseph 
S. Clark, Jr.; Pittsburgh, Pa., David L. Law-

.• • • • • renee; Providence, R. I., Walter H. Reynolds; 
THE LEAGUE: HOUSING'S FRIEND St. Louis, Mo., Raymond R. Tucker; San 

Francisco, Calif., Elmer E. Robinson; Seattle, 
In closing let me invite you to call upon :Wash., Allan Pomeroy. 

~~~~~~a:~::a~u~so\~!~i~;;:~~ti;eif b~: . ! ~ 
stood With you in the years that are past and HoUSING STATEMENT FOR MAYORS 
we shall stand with you in the future. The We, the mayors of 18 major American 
mayors, councilmen and commissioners of cities, are concerned with providing decent 
Alabama know the score. We are going for- shelter for our citizens. 
ward in Alabama. We are going to clear out We are concerned with wiping out the 
the slums in our large cities and redevelop blight of our slums. 
them and build public housing on these sites. We are deeply concerned with the housing 
We know that decent housing for low-in- - program now pending before the Congress. 
come families is dynamic democracy ready We believe it falls far short of meeting 
and willing to meet its responsibilities and America's housing needs. Investigation o! 
that every public housing project in this _ ;reported scandals in Federal housing agen· 
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cies cannot be permitted to kill the Hous
ing Act of 1954. Federal assistance has made 
possible the inadequate progress made thus 
!ar in providing decent shelter for low-in
come groups and home ownership for many 
other American families. The Federal Gov
ernment must continue . to lead the fight 
against blight in our cities. 

Every year there are about 900,000 addi
tional households created in America. More
over, about 300,000 housing units are de
molished every year. This means that 
America requires about a million and a quar
ter new housing units every year, just to 
keep abreast of current needs alone. Over 
and above this, however, there is an enor
mous backlog of past housing needs that 
have never been fulfilled. Millions of fami
lies are living in crowded, unsanitary con
ditions. The housing census of 1950 revealed 
that there were 10 million nonfarm housing 
units classified as substandard. Even if we 
were now to embark on the task of rehabili
tating or replacing a half million of these 
substandard houses every year, it would take 
us 20 years to complete the job. 

Coupling current demands with the back
log of substandard housing, then, it is clear 
that America's minimum housing require
ments total close to 2 million new housing 
units every year. 

Yet the housing program now before the 
Congress is apparently based upon the meager 
goal of 1 million units a year. At this pace 
we will never meet America's minimum re
quirements. On the contrary, we will fall 
further and further behind in the job of 
providing decent shelter for all our citizens. 

There is still another danger in this mil
lion-unit goal, it represents a decline 
from the level of housing construction the 
country has enjoyed over the past few years, 
and therefore may accelerate the present 
economic decline, rather than helping to re
verse it. Ours is a growing country. Ours 
must be an expanding economy. We must 
plan for an expansion, not a shrinking of 
all types of economic activity. 

A major portion of the housing program 
now before the Congress deals with the stim
ulation of housing construction by private 
industry. Although this portion of the pro
gram contains a number of constructive fea·
tures, it also contains, we believe, crucial 
weaknesses. As an example, the proposal for 
the building of $7,600, and in some cases 
$8,600, homes ' under a 40-year, 100 percent 
guaranteed mortgage will, we believe, turn 
out to be a fruitless one, since the lowest 
price at which homes are now being built 
for the average family (three bedrooms) is 
above this amount in most areas, particularly 
in the larger cities. Even if they were pos
sible to build, the result would be a shoddy 
home of inferior design and construction, and 
would tend to become the future slums of 
the Nation. 

Perhaps even more significant ls the ab
sence from the proposed Federal legislation 
of any effective program to meet the needs 
of those earning less than $5,000 a year. 
Public housing at least holds the answer 
for the lowest income families, those with 
$3,000 a year or less income. There is no 
realistic recognition of the problem facing 
our middle-income families, the $3,000 to 
$5,000 per year group. This group includes 
two-thirds of all urban American families. 
The liberalizing of ~IA mortgage terms will 
leave home buying and monthly housing 
costs in a range still above the economic 
means of these families. Nor is there any 
guaranty that the private home financing 
industry will provide the necessary funds, 
particularly for existing houses, whether for 
long-term mortgages or for extensive rehabil
itation. If private industry cannot reduce 
the cost of bUilding and financing home!J 
the Government must lead the way in bring
ing prices down for all houses, sale and 

rental; or we will ·be unable to check the 
continuing physical and economic deteriora
tion of the country's housing plant. 

In addition .to the problem of stimulating 
private building, there is the urgent task of 
wiping out our slums--those breeding pots 
of disease and delinquency-and of provid
ing decent shelter to those of our citizens 
whose incomes are low. When slums are 
removed, housing must be found for those 
displaced. The preseni legislation makes no 
adequate provision for meeting this re
quirement. 

We are anxious to keep our cities self-re
liant. We want to solve ou~ own problems 
wherever possible without the help of the 
Federal Government. We recognize our 
responsibility to prev.ent the growth of slums 
through the enactment and enforcement of 
zoning, housing, building, fire, and sanita
tion codes. But Federal help is required 
to finance housing construction and slum 
clearance for two reasons. 

First, the size of the housing job is out of 
~range of the financial resources of the cities. 
The President's Advisory Committee on 
Housing estimated that it would require $4.2 
billion to remove all of the substandard 
dwelling units that existed in 1940 in 14 
representative cit ies, which have slum clear
ance programs underway. This is 2 Y:z times 
the combined total annual revenues of these 
14 cities today. 

Second, our cities' resources are limited 
by the fact that the Federal and State Gov
ernments have preempted most of the main 
sources of tax revenue. 

Federal action, therefore, ls a necessity if 
our housing problems are to be solved. 
Congress recognized this 5 years ago when 
it enacted the Housing Act o:( 1949 which 
authorized the Federal Government to un
dertake the task of slum clearance and pub
lic housing. That act represented a finding 
by the Congress that hundreds of thousands 
of American families needed and were en
titled to better housing, at prices and rents 
they could afford. One of the cosponsors 
of that act was the late Senator Taft. 

Five years have passed. Due to the Ko
rean emergency the program en visaged by 
Congress in 1949 was temporarily curtailed. 
Only one-fifth of the public housing pro
vided for in the 1949 act has been completed 
or contracted for. . 

The need for slum-clearance and low-rent 
housing is fa.r greater today than it was in 
1949. 

Yet Congress is now asked to provide only 
35,000 units of public housing a year-less 
than the minimum of 50,000 units required 
by the Housing Act of 1949. Moreover, the 
Hou_se of Representatives has failed to au
thorize even this inadequate number of units. 
In view of the shortchanged number of pub
lic housing units which have been author
ized up until now under the 1949 act, the 
Federal program should more appropriately 
be set at the maximum permitted-200,000 
units per year. The act already authorizes 
expenditures to build up to a total of 810,000 
public units. 

The Congress appears determined to choke 
off the public housing program entirely on 
the grounds that they are not much improve
ment over slum areas. We cordially invite 
any Congressman who shares this view to 
visit the public housing projects that have 
been constructed to date in our various 
cities. ·we are confident they will be recog
nized as substantial contributions to better 
living conditions for fine American families. 

To others, who oppose public housing on 
the ground that it is socialistic, we invite at
tention to a statement made on January 7, 
1946, by the late Senator Taft. Speaking of 
Federal aid for public housing, Senator Taft 
said, "Such assistance is in line with Gov
ernment activity in many other fields. Pub-

llc housing ls not socialism by any stretch 
of the imagination." 

We look around us and see the housing in 
our cities aging and deteriorating, while at 
the same time our population grows and 
our housing needs increase. 

This is the time for decisive action. Such 
action has to recognize the full scope of the 
problem. The program must not be too 
little and too late. 

To us, it is unthinkable that the richest 
Nation in the world should be a. poorly 
housed Nation. If America is to provide de~ 
cent shelter for its citizens, and if our cities 
are to continue to prosper, it is imperative 
that the Congress reverse the crippling ac
tions it has already taken and raise its sights 
far beyond the program it is now considering. 

Mr. SPARKMAN. Of course, Mr. 
President, low-cost public housing is 
needed in America. It is, in fact, only 
a very small part of the total housing 
needs, but it is a very important part that 
is necessary if we are to have a well
rounded, complete housing program. 

Perhaps the best recent study of the 
over-all housing needs was that made a 
few months ago by Dr. William L. C. 
Wheaton, of the University of Pennsyl
vania. I shall not take the time to re
late 'in detail all his findings. I do cpm
mend the study to every Senator. I ask 
unanimous consent that there be printed 
in the RECORD at this point a summary of 
Dr. Wheaton's findings. 

There being no objection, the summary 
was ordered to_ be printed in the RECORD, 
as follows: 

A SUMMARY OF AMERICAN HOUSING NEEDS, 
1955-70 

Housing construction reached record levels 
during the 8 years after World War ll. Dur
ing the last 4 of these years, we built an 
average of 1.2 million homes a. year, an 
achievement far exceeding previous 4-year 
construction levels. On the other hand, con
struction volume for the last 3 years was 
20 percent below the peak of 1.4 million 
dwellings in 1950. 

We clearly have a capacity to build from 
1.5 to 2 milllon homes each year. Real 
progress has been made in overcoming the 
great shortages of housing which accumu
lated during the war years. But little 
progress has been made toward eliminating 
the slums and substandard homes inhabited 
by millions of American families. We must 
reexamine our needs for housing in the light 
of these accomplishments and these defi
ciencies, and in the light of our vastly ex• 
panded capacity for production. 

Future housing requirements must be es
timated upon the assumption that the Na
tion will maintain full employment, will con• 
tinue to expand its economy and that our 
population will grow in keeping with these 
conditions. It is further assumed that de
fense expenditures will not increase, that 
Federal aids for housing will continue and 
expand, and that the Nation will desire and 
be able to achieve our national goal of a 
decent home in a suitable - living environ
ment for every American family. 

The 1950 census reveals that we have 15 
million substandard homes. These homes do 
not measure up to reasonable - American 
standards of living because they are dilapi
dated, are located in slum areas, or lack in
terior plumbing facilities. Ten million of 
these homes must be cleared and replaced. 
More than 4.6 million substandard units may 
be brought up to standard by rehabilita
tion and modernization. These needs are 



12386 CONGRESSIONAL 'RECORD- SENATE July 28 
summarized in millions of dwellings, as fol· 
lows: 

~~~l Tobe 1°~L 
standard replaced reta~ed -

----·-----1------------
Urban _______ -----------Rural nonfarm ________ _ 
Farm ________ -----------

TotaL ___________ _ 

8.9 
3.0 
3 •. 4 

15.3 

6.9 
1.7 

11.5 

10.1 

2. 0 
I. 2 
I. 4 

4.6 

J 500,000 additional farm dwellings to be abandoned. 

Other housing needs arise from the forma
tion of new families, undoubling of fami· 
lies which now lack separate homes, the mi· 
gration of 3 million families each year, and 
the desire of many single persons for separate 
dwellings. In addition we must replace 
homes which are demolished by fire or other 
disaster, or are cleared in highway and other 
.construction programs. Finally, many hun
dreds of thousands of units reach obsoles
cence each year. These must be replaced or 
our housing condition deteriorates. 

The sum of these annual requirements 
may range from 1.3 mill1on to 2.4 million 
units per year. If we replace the homes 
which were substandard in 1950 during the 
next 20 years and at the same time meet our 
annual new needs, we must build from 2 
million to 2.4 million new homes per year as 
foll~ws: 

1955-00 1960-£5 1965-70 
-----------1---------
For additional households 

and vacancies________ ____ ___ 1. 43 
Replacement of substandard__ • 50 
Replacement of annual losses_ • 10 

Total new units needed 
each year_____________ 2. 03 

1. 65 
.50 
.13 

2. 28 

1. 74 
.50 
.16 

If we do not achieve this level of new con· 
IStruction, we will never be able to clear slums 
and eliminate substandard housing. Indeed 
at present levels of construction our pres
ent substandard units will never be re
placed-and we will have more substandard 
housing in 1970 than we had in 1950. Even 
if we build 2 million units a year and rehabil
itate 400,000 additional units each year, 5 
m1llion families will still be using in 1970 
homes which were substandard in 1950. 

New construction per year 

Substandard dwellings 
remaining (millions) 

1955 1960 1963 1970 
----------·1--------
1.2 to 1.4 million _____________ 15 14 15 17 1.4 to 1.6 million _____________ 15 13 13 14 I.6 to 1.8 million _____________ I5 12 IO 9 2.0 to 2.4 million _____________ 15 10 7 5 

These requirements arise because the num
ber of new fam111es being formed each year 
Will rise sharply after 1960. Reasonable prog
ress toward slum elimination requires con
struction of 2 million new homes per year 
from 1955 to 1960, with increases to 2.4 mil
lion by 1965-70. Lower rates of new con
struction imply a deterioration of our hous
ing standards, or such low rates of replace
ment that slums will not be cleared during 
the next 2 generations. 

With the rapid increases in gross national 
'Production which have occurred in recent 
years, the production of 2 million to 2.4 mil· 
lion homes a year ls an economically feasible 
goal. It national output continues to grow 
at the rate of the J:ast 25 years, we can achieve 
our housing goals even though we spend no 
more of our national income for housing than 
we have in the past. A decreasing propor
tion of our output could achieve these goals. 
Indeed, unless we can achieve and maintain 

a higher level of housing production, we will 
be unable to maintain full employment and 
an expanding economy. · 

Recent housing production has served pre· 
dominantly those families in the upper in· 
-come groups. Rapid increases in family in· 
comes have made possible the continued sale 
of homes to these families. In the future, 
however, we must increasingly produce homes 
for middle and lower income groups. If we 
are to sustain a higl\ level of housing con
struction, we must produce homes in the 
broad price class suggested below: 

Rents or·monthly purchase prices: 
Nonfarm homes 

per year 
0 to $30------------------------- 520,000 $30 to $50 _______________________ 380,000 

$50 to $75----------------------- 300, ooo $75 and over ____________________ 560,000 

This suggests that approximately 1 million 
.homes can be sold or rented each year under 
the systems of financing and Federal aids 
now available. About 600,000 additional 
units of private housing should be produced 
and financed annually t.o meet the needs of 
middle and lower income families who are 
not now able to afford new homes. More 
than 200,000 units of public housing are 
needed to meet the needs of low-income fam
ilies. In addition, more than 200,000 units 
per year are needed by farm families to re
place substandard units. 

Mr. SPARKMAN. Mr. President, I 
wish to talk for a few minutes about 
another matter, relating to the housing 
needs of the country, and thus to the 
problem now before the Senate. I refer 
to the so-called 60S's about which hear
ings are now being held, and about 
which so many headlines have been 
written in recent days. 

The distinguished chairman of the 
committee, the Senator from Indiana 
[Mr. CAPEHART], a little while ago pre
sented some statistics relating to indict
ment, prosecutions, convictions, and so 
forth, in connection with housing mat
ters. I realize that he obtained the 
jnformation quickly,. over the telephone, 
I presume, but it would be most interest
ing to see a breakdown of the offenses 
and the dates when the indictments 
were returned or the prosecutions were 
started. I would be most interested to 
see if any of them related to any of the 
matters about which we have been hear
ing so much, so far as the so-called 60S's 
are concerned. 

I pointed out before I entered into this 
discussion, and I wish to repeat, that 
bad as some of the abuses may have been 
under the section 60S program, the crim
inality has not been in connection with 
the housing laws. If there have been 
criminal deeds, I believe that in 99 cases 
out of 100, they will be found to have 
occurred under the tax laws and not 
·under the housing laws. 

If I may digress for a moment, while 
the chairman of the committee is on 
the floor, I wish to ask him a few ques
tions, so that we may get the record 
straight with regard to two matters. 
I think the chairman will not have any 
difficulty in following me. One of them 
relates to the public-housing program. 
:I had finished speaking about that, but 
I shall revert to it, if I may. 

Mr. President, in the interest of time, 
I shall not read a statement which 
gives somewhat of a timetable of pre-

paring for slum clearance and urban 
development, and also of low-rent hous
ing, but I believe it would be helpful 
to anyone to read it. Therefore, I ask 
unanimous consent to have the state
ment printed in the RECORD at this point 
in my remarks. 

There being no objection, the state
ment was ordered to be printed in the 
RECORD, as follows: 
COORDINATION BETWEEN SLUM CLEARANCE AND 

URBAN REDEVELOPMENT AND LoW-RENT 
HOUSING PROJECTS 

PROGRESS SCHEDULE OF SLUM CLEARANCE AND 
URBAN REDEVELOPMENT 

A slum-clearance and urban-redevelop
ment program under title I is developed in 
the following stages: 

Based on an application from the appro· 
priate local body, a contract for advance_ is 
entered into by the Division of Slum Clear
ance and Urban Redevelopment. Under this 
contract, the local agency proceeds first with 
the preliminary planning of the project. 
Although this period has usually ranged 
from about 10 months to as many as 24 
months, it is hoped that experience gained 
and new procedures will reduce the range 
to about 6 to 20 months with an average 
of about 12 months. 

Upon satisfactory completion of prelim
inary planning, DSCUR issues an authori
zation to proceed with final planning, which 
permits the local agency to draw funds for 
the final planning of the project under its 
contract for advance. The usual period for 
final planning has ranged from about 12 to 
24 months, but it is hoped that it can be 
reduced in the future to about 6 to 20 
months and an average Of 12 months. 

Upon completion of the final planning, 
DSCUR enters into a contract for loan and 
grant and the project enters the develop
ment stage. Under this contract, the local 
body completes land appraisals and proceeds 
to purchase and clear the site and makes it 
ready for redevelopment. On the projects 
which have already passed through this 
stage, about 4 to 12 months have usually 
e1apsed between the contract for loan and 
grant and the time when the first site oc
cupants are displaced and in need of relo
cation housing. It is hoped that this period 
can also be reduced in the future. 

The total period from the first contract 
for advance to the time when relocation 
housing is needed varies, as explained above, 
-from about 26 to 60 months, depending on 
the complexity of the project and other local 
conditions. It is hoped that this range will 
be reduced to about 16 to 52 months. 
These figures represent usual or typical 
projects. A considerable nup1ber of projects 
have and will fall below and ~bove these 
ranges. 

PROGRESS SCHEDULE OF LOW-RENT HOUSING 

PROJECTS 

A low-rent housing program ts developed 
in the following stages: 

A preliminary loan contract is entered into 
. between the local housing authority and the 
PHA. Under this contract, a site is selected 
and preliminary plans and estimates of cost 
are prepared leading up to the preparation 
of a development program. The time con
sumed in this stage may vary from 6 to 12 
months. 

Upon approval of the development pro
gram, the PHA enters into an annual con
tributions contract. Under this contract 
the local authority proceeds to acquire the 
·site, prepares final plans and specifications, 
and takes bids as a basis for awarding con
struction contracts. The time required In 
this stage varies widely. In a simple vacant 
site, it may be as-little as 6 months; ln the 
case of a oompU:cated shun site, it may run 
from 12 to 18 months, or even more. 
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On the basis of competitive bidding, the 

PHA authorizes the local authority to award 
the construction contract. From the time a 
construction contract is awarded until the 
first units are ready for occupancy, as li_ttle 
as 9 months may be consumed in· a small and 
simple project, and this may run up to 15 
or 18 months in a more complicated ori.e. 
The .time required for the entire process 
from preliminary loan until the time the 
project is ready for occupancy may thus vary 
from 21 to 48 months. There are now a 
number of projects for which PHA has made 
preliminary loan contracts, on which some or 
all of the preliminary planning has been com
pleted. On such projects the time from 
preliminary loan contract to readiness for 
occupancy would run from about 18 to 45 
months. 
NEED FOR EARLY START FOR PUBLIC HOUSING 

PROJECTS 

If public housing projects are to serve 
their intended function by being ready to 
receive families from urban redevelopment 
sites as soon as they are displaced, · PHA 
should be authorized to enter into an annual 
contributions contract no later than the 
time at which DSCUR enters into a contract 
for advance. Even in the cases when PHA 
is ready, or almost ready, to enter into an an
nual contributions contract at the time that 
DSCUR enters into a contract for advance 
it will require unusual progress in order to be 
prepared to receive displaced families from 
~n urban redevelopment project which pro
ceeds with reasonable speed. When a pre
liminary con tract stage is necessary in the 
development of public housing, it will be al
·most impossible for the public-housing proj
ect to be ready at a time which will not delay 
the redevelopment project. Failure to be 
ready on time would result in stopping the 
redevelopment project, or in delaying its 
progress with resultant increases in overhead 
expenses, interest costs, etc. Under the lan
guage of the amendment adopted by the con
ferees tying public housing to title I proj
ects, not even a preliminary loan contract 
could be entered into until a title I project 
is already in progress. Under Mr. WoLCOTT's 
interpretation in the House debate a pre
liminary contract could not be entered into 
until after completion of the final planning 
stage. 

The number of title I projects in each 
major stage as of June 30, 1954, is as fol
lows: 
stage= Number 

Preliminary planning ________________ 109 
Final planning ______________________ 103 

Development stage-------~---------- 72 
It is estimated that 77 projects (67 proj-

ects from the old title I program and 10 
urban renewal projects under the Housing 
Act of 1954) will enter the development stage 
in fiscal year 1955. 

Mr. SPARKMAN. Mr. President, I 
wish to return to the question about 
which I had something to say during 
the time the distinguished chairman had 
to be absent from the Chamber. It re
lated to the statement which the dis
tinguished Representative from Michi
gan, Mr . . WoLCOTT, chairman of the 
House Committee on Banking and Cur
rency, and vice chairman of the com
mittee of conference, made when he 
presented the conference report to the 
House of Representatives. His state
ment appears at page 11099 of the CoN
GRESSIONAL RECORD Of July 20, 1954, and 
is as follows: 

A slum clearance or urban renewal or re
~evelopment project is not being carried out 
until at least _the final plans have been ap. 
proved by the Federal Government. 

A few minutes ago I went somewhat 
through the process, and showed that if 
a public housing project is to be built 
on land which has buildings already on 
it, it will require probably as much as 
3 years to go through the whole process; 
and even if the land is vacant, as much 
as 2 years will be required. In the light 
of that, it seems to me that when 
the distinguished Representative from 
Michigan was giving the interpretation 
which I have just read, he was really 
not expressing what the committee of 
conference actually had in mind when 
they agreed to the provision, but instead, 
was speaking more or less in generic 
terms. 

I wonder if the distinguished chair
man of the committee of conference 
W'JUld agree with me in that statement. 

Mr. CAPEHART. I think the very 
.practical aspects of the subject would re
quire one to say that the terms in which 
Representative WoLcoTT was thinking, 
even in the preliminary stages, were that 
if it was definitely agreed that a project 
was going to be authorized-because, 
as the Senator says, it might well take 
3 years-the tearing down of the houses 
might well be started, because it would 
be 2 or 3 years later before the project 
could be completed. 

So, personally, my understanding was 
that such persons affected would be sub
ject to public housing, if they could 
qualify in every other respect, when it 
was definitely decided that they would 
be displaced from their homes. 

There was never any question in mY 
mind, and I do not think there was any 
question in the mind of any other mem
ber of the conference, with respect to 
that understanding. I do not believe 
that the Senate conferees felt there was 
any other basis than the one I have just 
described. 

Mr. SPARKMAN. I agree with the 
distinguished chairman. I should like 
to read a very brief statement, and ask 
the chairman if it is not what he un
derstands the meaning to be. I may 
say it is what I understood to be the 
meaning when the committee of con
ference agreed to that proposal. 

It is my belief that the language in 
question was intended to mean that a. 
title I project "is being carried out" in 
the community as soon as the first con
tract for a Federal advance under title 
I has been approved for that community, 
and that a public housing contract can 
thereupon be entered into. 

Mr. CAPEHART. I think that is ex
actly correct-at least, in my own think
ing and in my own mind. I believe that 
is what the committee felt they were 
agreeing to. At least, that .~.~ my opin
ion. 

Mr. SPARKMAN. I thank the dis
tinguished Senator. I wish to ask him 
one other question, in order to complete 
the record on another point. It relates 
to some of the provisions which were 
written with respect to cooperatives. I 
am sure the distinguished Senator will 
remember that phase of the ·matter. If 
the Senator is not clear about what I am 
referring to, I can read a brief statement 
prior thereto. 

Mr. CAPEHART. - ·I suggest ·that the 
Senator ask the question. 

Mr. SPARKMAN. I wish to ask the 
chairman of the Committee on Banking 
and Currency whether he concurs in my 
understanding that the provisions of 
the new law would not be retroactive, so 
as to compel the reprocessing of cases 
which are covered by signed statements 
of eligibility which were issued by the 
FHA under existing law, where the FHA 
indicated it would be prepared to issue 
its commitment for insurance in stated 
amounts if certain prescribed conditions 
were met. 

The mortgage commitments under 
signed statements of eligibility would 
thus stand. But this does not preclude, 
and indeed such would be most desir
able, the requirement by administrative · 
regulation of a certificate of actual cost, 
and the further requirement that any 
excess of the mortgage over actual cost 
be passed on to the consumer in lower 
downpayments, or be used to reduce the 
mortgage. Thus the fact that this bill 
is not retroactive as to cooperative proj
ects already under signed statements of 
eligibility is not a protection for wind
falls or mortgaging out. 

I really had intended to ask a ques
tion conditioned upon the last statement. 
Let it be. clearly understood that even 
though it is not restricted to the coop
erative projects, where the processing al-
ready has been done, yet we do not in
tend to protect any windfalls or to make 
possible any windfalls under that pro
vision. 

Mr. CAPEHART. The able Senator 
is 1,000 percent correct. We do not in
tend to protect or to countenance any 
windfalls in any of the titles, and cer
tainly not under section 213, which is the 
cooperative section. 

Mr. SPARKMAN. Does the Senator 
from Indiana agree with the other state
ment I made, that even though we do 
not intend to protect any windfalls, still 
we do not intend to require reprocessing 
of those projects which have already 
been processed under the cooperative ar
rangement? 

Mr. CAPEHART. I think that is cor
rect. 

Mr. SPARKMAN. I thank the distin-
guished Senator for helping to clarify 
the record. 

I wish to speak a little about the 60S's. 
I shall not take much time. I have some 
remarks prepared, but since the time is 

. passing, I wish to contribute to the expe
ditious handling of the report. 

I desire to call attention to a few of 
the factors which made the section 608 
program necessary. It is easy for us to 
stand here now and condemn the pro
gram. Yet when it was written into the 
law, it was done because it was felt that 
it was necessary to do so. It was done 
in order to encourage people to build 
rental units. 

When the war ended, millions of vet
erans were searching for places to live. 
They were seeking any places which 
would enable them and their families to 
enjoy decent shelter while they werit 
about the business of obtaining new em ... 
ployment. - · 
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· What made the postwar section 608 
program necessary? 

Let us take a look back in history. 
When the war ended there were millions 
·or veterans searching for a place to live, 
any place that would enable them and 
their families to enjoy decent shelter 
while they went about the business of 
becoming again a normal part of the 
civilian community. Underbuilding dur
ing the depression years and practically 
a cessation of homebuilding during the 
war years meant that we were ill
prepared to take care of the housing 
problems of these veterans when the war 
ended. By 1945, homebuilding had fallen 
to slightly over 200,000 a year. 

A survey made by the Census Bureau 
in early 1946 showed that of the 11 mil
lion veterans discharged by that time, 4 
million wanted and needed new housing 
accommodations within a year, 2.2 mil
lion of them wanting the housing imme
diately. And half of the veterans then 
wanting housing, wanted to rent rather 
than buy. 

Look at the statistics of home building 
then to see how ill-prepared we were to 
handle these needs in 1946. Not only 
had home building of all kinds fallen off 
sharply by 1946, but the rental portion 
of even that small amount had fallen 
even more; in the 1920's rental housing 
made up about 40 percent of all new 
building, in the 1930's about 22 percent, 
in the war years about 17 percent, and 
in 1945 and 1946 only about 11 percent. 
Think of it. Only 11 percent at a time 
when about 50 percent of the homeseek
'ing veterans needed rental housing. And 
in 1945, when the war ended, we were 
producing only 208,000 dwelling units of 
all kinds, and of these only 22,000 were 
rental units. 

So, in order to help these veterans in 
a time of real emergency we borrowed 
from the very successful wartime prac
tices, and undertook -a program of liberal 
credit aids to private rental housing, a 
program intended to get builders and de
velopers into rental housing who would 
not otherwise have undertaken it, and to 
get the few builders then doing rental 
housing to expand· their operations. 
This was the section 608 program. 

Let us look at what Senator Robert A. 
'taft, then majority leader of the Senate, 
said of this program on the Senate floor 
on August 6, 1948, after it had been in 
operation for 2 years: 

The other main defect in the housing pro
gram has been difficulty in getting anybody 
to build houses for rental. • • • There was 
practically no success under title II. • • • 
So we have decided to continue 608, hoping 
it will encourage the building of rental hous
ing. (From the CoNGRESSIONAL RECORD Of 
August 6, 1948.) 
LEGISLATIVE BACKGROUND OF THE 608 PROGRAM 

The Congress, to its credit, early rec
ognized the housing crisis, and the need 
of liberal legislation which would bring 
a greater number of builders, particu
larly sales housing and small builders, 
·into the rental field. It was recognized 
that many builders would have been 
either unable or unwilling to enter the 
rental field if a considerable sum of risk 
capital were necessary. 

On 10 separate ·occasions between 1946 
and 1950, the Congress considered and 
enacted legislation pertaiQing to the 608 
program. Our legislative records are 
replete with information about section 
608. On its face, the original bill, the 
Veterans Emergency. Housing Act of 1946, 
contemplated that the typical builder 
need invest little more than his profit 
and fees. From its very inception, the 
Congress was aware of liberality of the 
law and that projects might be built 
with little equity investment. Let me 
quote some pertinent extracts from the 
hearings and the debates. 

Senate Report No. 1130, 79th Congress, 
to accompany H. R. 4761, April 5, 1946, 
page 8, H. R. 4761, the Veterans' Emer
gency Housing Act of 1946 had been 
unanimously reported to the Senate by 
the Banking and Currency Committee: 

The bill provides for the minimum indis
pensable first things which mu~t be done to 
solve the critical problem of housing for vet
erans of World. War II. 

The bill contains an adaptation of title VI 
of the National Housing Act, used during the 
war for war workers, so as to stimulate the 
expansion of privately financed housing with 
mortgage insurance under current conditions 
and with priority of use for veterans and 
their families. 

Since a main purpose of these provisions 
is to reduce the risks assumed by builders in 
<>rder to encourage a large volume of housing, 
the committee calls special attention to the 
fact that this portion of the bill places em
phasis upon rental housing. It is the spe
-cific intent of the committee that those in 
charge of the program shall make every rea
sonable effort to obtain a substantial volume 
of rental housing--Qr in any event housing 
·held for rental during the emergency
through the operation of title VI, both with 
.respect to multifamily units and individual 
units. 

In hearings before a subcommittee of 
the Committee on Banking and CUr
rency-of which subcommittee I may 
say I was chairman-United States Sen
ate, 81st Congress, on S. 2246, Housing 
Amendments of 1949, July 26-29, 1949, 
pages 443-449, the Senator from Louisi
ana [Mr. LoNG] made the following 
-statement after questioning housing of
ficials at length about FHA's administra
·tion of section 608 and the possibility of 
·builders financing 608 rental housing 
with little or no investment, page 443: 

· I want to say right here now that frankly 
I believe this project was intended to be ex
tremely profitable to builders; and that the 
purpose was based on the American tradi
tion that if you want to get a job done, if 
you will show American businessmen where 
they can make a hefty profit, they will really 
·get out there and do you a job. 

Mr. DOUGLAS. Mr. President, will 
the Senator yield? 

Mr. SP.ARKMAN. I yield. 
Mr. DOUGLAS. I am sure the Sena

tor from Alabama does not want to 
convey the impression that the Senator 
from Louisiana [Mr. LoNG] looked with 
approval on the provisions of section 
608? The facts are that the Senator 
from Louisiana was the first Member of 
this body to expose the abuses of sec-
tion 608, and made a fight in committee 
and on the floor against those abuses. I 
am sure the Senator from Alabama does 
not wish to convey the impression that 

the Senator from Louisiana was an 
apologist for section 608. 

Mr. SPARKMAN. Not at all. As a 
matter of fact, I certainly intended to 
say something later about the activi
ties of the distinguished Senator from 
Louisiana. They were not confined to a 
single item, but were broad in scope. By 
the way, the Senator from Louisiana 
was a member of that committee and 
he repeatedly tried to get corrective leg
islation. I certainly was not pointing 
this out to indicate that he approved 
bad practices, but rather that he recog
nized the reality of the situation; that 
there had to be some kind of profit in
centive to get houses built. The Sena
tor never departed from that view; but 
all the way through he felt that there 
ought to be safeguards to prevent the 
things we are talking about so much to
day, the windfalls. 

It seems to me to be rather strange, 
since mention is made of the Senator 
from Louisiana, that so many people 
seem to regard this as something new. 
For instance, the question of the build
ers' fees and architects' fees was dis
cussed in our subcommittee and the 
whole committee and on the floor of the 
Senate many, many times. 

I may remind the Senator from Illi
nois that the Senate actually wrote into 
·its version of the housing bill some 
-amendments to take care of the situa
tion, but they were knocked out in con
ference. At least once I know the 
Senate adopted such an amendment. 

Something has been said about actual 
..cost and estimated cost. We thrashed 
·those questions out many times in the 
committee, and because of the urge to 
get housing and the difficulty of deter
mining the actual cost, we are the ones 
who wrote into the law that the esti
mated cost should be the basis, not the 
cost of a particular builder for a par
ticular project, but the cost of a typical 
builder engaged in that type of building. 

I do not remember the exact language, 
but it was written in that way. In other 
words, if Mr. Jones was building a proj
ect, -the FHA w-as not required to try to 
make an exact estimate of what Mr. 
Jones would build it for; but if Mr. Smith 
was a typical builder, the estimate was to 
be based on his ·costs. That is the way 
the question of the architect's fee and 
the contractor's fee was handled. In
Btead of asking a contractor what he was 
going to pay, he was simply given the 
liberty of writing in what a typical 
builder would be expected to pay. 

I have stated frequently, and the 
Senator from Illinois has heard me say 

· in committee, that if there is blame, cer
tainly the Congress of the United States 
cannot throw it off lightly by having 
something to say about it 4 or 5 years 
later, because it was known in the com
mittee and on the floor of the Senate and 
in the other body, and we allowed it to 
continue. 

Mr. DOUGLAS. Mr. President, will 
the Senator yield? 

Mr. SPARKMAN. I yield to the Sena
tor from lllinois. 

Mr. DOUGLAS. The Senator from 
Illinois recognizes the great contribution 
to good housing that the Senator from 
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Alabama has consistently made, and 
which he is exemplifying by the very 
courageous speech which he has made 
criticising some of the features of the 
conference report on the present bilL 
But I am sure he will permit the Senator 
from Illinois to say that the Senator 
from Illinois never intended to have a 
l:ousing act which would permit a mort
gage greatly to exceed the actual cost 
of construction. 

That was the fault of the apartment 
house and hotel construction of the late 
1920's, much of it associated with the 
banking name of S. W. Strauss. When 
the depression came and the storms de
scended, it was found that the bonds 
which had been issued and sold were 
vastly in excess of the value of the prop
erty, and in many cases had been in 
excess of the actual cost of the property. 

I can understand the argument that 
the contribution of the initiators and 
promotors of a project should be in the 
form of a builder's fee, an architect's fee, 
and a lawyer's fee to absorb the supposed 
10 percent, or di1ference between the 90 
percent guaranty and the cost.- But 
where a mortgage is vastly in excess of 
cost, then I think there exists. a situa
tion which is extremely difficult to de
fend. -So far as the Senator from Illi
nois is concerned, he has never believed 
that mortgages should be permitted to 
exceed cost. I have thought that the 
profit which would be made from the 
enterprise would come from either the 
sale or the rental of the housing, but not 
from having a Government guaranteed 
mortgage which was 10, 20, 30, or 40 
percent in excess of the actual cost of 
construction. 

I want to assure the Senator from 
Alabama that if the Senator from IDi
nois had known of that, he would have 
:voted against the bill. In fact, on two 
occasions the Senator from Louisiana 
and I tried to require an actual state
ment of cost, and we tried, when we be
came aware of the abuses in the 608 pro
gram, to use the ax and terminate that 
program at the earliest possible date. 

I make this statement for the sake of 
the record, because I know the Senator 
from Alabama, with his fine sense of so
cial responsibility, does not want to 
make the plea that mortgages should 
appreciably exceed costs. 

Mr. SPARKMAN. No; and, of course, 
the Senator from Illinois realizes that I 
had given only one simple quotation. 

Mr. DOUGLAS. I understand. 
Mr. SPARKMAN. Certainly I do not 

condone the practice which we allowed 
to develop, and I want to emphasize the 
words "which we allowed to develop." 

Mr. DOUGLAS. As I remember, the 
testimony of the Federal Housing Ad
ministration authorities, of the real
estate bankers, and of the real-estate 
agents, was all to the effect that those 
abuses did not exist and could not exist. 
I think the chairman of the committee 
is correct in saying that the Members of 
Congress were not told the truth about 
what was going on. While I think we 
may have been somewhat delinquent in 
not fashioning a tighter law, I do not 
think we in Congress should be expected 
to assume the sole responsibility. 

C--779 

I had a colloquy this afternoon with 
the Senator from Indiana, in which I 
contended that there was some guilt at
tached to Congress; but I do not think 
the exclusive guilt should be attached to 
Congress. 

Mr. SPARKMAN. May I say to the 
distinguished Senator from Illinois that 
I never said that? 

Mr. DOUGLAS. I know; but I thought 
possibly that was the general drift or 
emphasis of the statement which the 
Senator from Alabama was making. 

Mr. SPARKMAN. No. I shall state 
the point I wanted to make now. Since 
the comprehensive Housing Act of 1949 
was enacted into law, or going back to 
1946, when section 608 was enacted into 
law, for the purpose of encouraging per
sons to build rental units, a remarkable 
job has been done in getting housing con
structed. A few of the promoters, a few 
of those who have entered into the field, 
engaged in bad practice. When I say a 
"few," I mean a relatively few, because 
we have a great army of housing build
ers and home builders in this country, 
people who are tradesmen, who do the 
job. When we consider the vast num
ber of persons in the field, and then con
sider the number who have indulged in 
those bad practices, it is a relatively 
small number. Yet a stigma has been 
thrown over the whole industry of home . 
builders. 

Let me give my colleague an example. 
In my State I do not know how many 
60S's were built, but there were a great 
many. Does the Senator know how 
many were mortgaged out? One, which 
involved $29,000, and the money was 
never even taken out as a dividend. The 
money stayed in the corporation. Why 
should every person in my State, and in 
every other State, who built section 608 
houses be smeared with the charge that 
everybody who engaged in such construc
tion was bad? That is my only concern. 

Let us go after those who are crooks, 
and punish them. But at the same time 
let us not lose sight of the tremendous 
job that has been done in the building of 
houses in which Americans make their 
homes. 

Mr. President, at this point I should 
like to emphasize again the statement 
mad·e by the distinguished Senator from 
IDinois regarding the activity of the very 
able Senator from Louisiana in ferreting 
out this practice. I did some of that 
ferreting myself. As a matter of fact, 
when the distinguished chairman opened 
the hearings, he quoted from some of 
the hearings at which I had presided, in 
which I interrogated very thoroughly the 
person who was then president of the 
National Home Builders Association. I 
recall that we had evidence of mort
gaging out up to 120 percent. I think 
that was the most we found up to that 
time, but I think the distinguished chair
man of the committee has found cases 
that go well above that amount. The 
president of that organization said it was 
not possible. A lot of them testified it 
was not. But time after time we did 
consider the fact that for the builder's 
fee and the architect's fee a :flat allow
ance was made in every one of those 
contracts. When the diStinguished Sen-

ator from Louisiana tried to decrease it 
from 5 to 2 percent, or even to 3 percent, 
his amendment was rejected. 

Finally, Mr. President, we should keep 
a proper perspective in this matter, and 
remember the excellent job that has been 
done in providing homes for Americans. 

I particularly should like to address 
the remarks I am about to make to the 
attention of the distinguished senior Sen
ator from Virginia and other members 
of the committee who may be present in 
the Senate. It is a statement I have 
made many times previously. The 
criminality has resulted almost exclu
sively, in my opinion, because of loop
holes in the tax laws or in tax evasion, 
rather than in violation of any part of 
the housing law. 

Mr. BYRD. Mr. President, will the 
Senator yield? 

Mr. SPARKMAN. I yield to the Sen
ator from Virginia. 

Mr. BYRD. The loophole respecting 
capital gains has been remedied in the 
pending bill. 

Mr. SPARKMAN. The Senator is 
correct. That is the reason why I said 
either evasion or loopholes, because I am 
afraid in many instances we are going to 
find a loophole existed and that they 
were tax free. 

Mr. CAPEHART. I think the Senator 
stated the law containing section 608 was 
passed in 1946. 

Mr. SP~RKMAN. Yes. 
Mr. CAPEHART. I think if the Sen

a tor will look up the record he will find 
the bill was passed in 1942 rather than 
1946. 

Mr. SPARKMAN. The Senator is 
right, but my recollection is that it was 
rewritten in 1946, so as to give that im
petus. 

Mr. CAPEHART. I think it was re
vitalized. 

Mr. SPARKMAN. That is correct. It 
was extended in 1948 and cut off in 1950. 

Mr. CAPEHART. The Senator made 
reference to 5 percent architect's fees 
and 5 percent builder's fees. If a person 
who was his own builder was allowed 5 
percent architect's fees and 5 percent 
builder's fees and did the work himself, 
he would have the equivalent of a 100-
percent mortgage, because he is entitled 
to 90 percent under the law. If it came 
out exactly even he would have prac
tically a 100-percent mortgage. We have 
not been so much concerned about that. 
I do not think Congress ever intended 
that they should do it, but we have not 
been so much concerned about that. We 
have been concerned with those who 
have been getting · over 100 percent. 
There are many of them. 

Mr. SPARKMAN. I want to say to 
the able chairman--

Mr. CAPEHART. There are many 
cases, likewise, where when the project 
was finished it was less than 90 percent. 
In all fairness we must say that. 

Mr. SPARKMAN. Yes. 
Mr. CAPEHART. My point is that it 

became a great promotion. 
Mr. SPARKMAN. I think we made it 

so liberal--
Mr. CAPEHART. I do not think that 

Congress did it. I think the administra
tion did it. 
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Mr. SPARKMAN. It became a pro
motional matter. 

Mr. CAPEHART. Those who ran it 
made a great promotion out of it. They 
went out to sell the idea, just as anyone 
would go out to sell merchandise. They 
were telling people how to get into this 
thing without investing any money at 
all. I suspect that in many instances 
they were showing them how to make a 
little pocket money without having any 
money invested in the project at all. 

Mr. ROBERTSON. Mr. President, 
will the Senator yield? 

Mr. SPARKMAN. I yield. 
· Mr. ROBERTSON. Is it not a fact 
that if the agency had been headed by a 
man who was as able and efficient and 
honest as the housing expert of the 
Committee on Banking and Currency, 
Joe McMurray, many of these things 
would not have happened? 

Mr. SPARKMAN. I certainly agree 
with the distinguished Senator from 
Virginia. By the way, I may say to the 
Senator that before proceeding with 
these remarks I had a few words to say 
about our losing Joe McMurray. Let 
me say that I am not sure that it has 
been stated definitely what his job is to 
be. It is my understanding that he is 
to be the executive director for housing 
for the entire city of New York. That 
is a big job and a big responsibility. 

Mr. ROBERTSON. Mr. President, 
will the Senator yield? 

Mr. SPARKMAN. I yield. 
Mr. ROBERTSON. I told the mayor 

of New York several months ago, when 
I learned of the proposed employment of 
our housing expert, that I congratulated 
him on getting a man like Joe Mc
Murray, but I hated to lose him from the 
Committee on Banking and Currency. 

Mr. SPARKMAN. I agree with the 
able Senator from Virginia. 

Mr. President, I have a few more 
pages to read. · However, I do not in
tend to take the time of the Senate. 
Instead, I ask unanimous consent 
that the remainder of my remarks be 
printed as a statement at this point in 
the RECORD. 

Their being no objection, the re
mainder of Mr. SPARKMAN~s address was 
ordered to be printed in the RECORD, as 
follows: 

The Senator from Ohio [Mr. BRICKER] in
terjected at this point (p. 443) : 

"I brought this thing up 2 years ago, the 
very same thing, and tried to write a pro
tective section into the law. I was not very 
successful at it because it is a very difficult 
thing to do, to tell you the truth about it." 

This was during a Republican Congress. 
Senate Report No. 892, 81st Congress, to 

accompany S. 2246, housing amendments of 
1949, August 11, 1949 (pp. 16-17) : 

"The extension of section 608 recognized 
the continuing urgent need for rental hous
ing which justified special incentives for its 
construction. There is no question that 
this need continues. 'Ibe present rate of 
rental housing construction is clearly in
adequate to meet the need. 

"Your committee has added an amend
ment to section 116 of the bill which would 
reduce the maximum ratio of mortgage 
amount to necessary current cost under sec
tion 608 !rom 90 to 80 percent. It was 
brought to the attention of your committee 
that FHA, in estimating necessary current 

cost under section 608, includes percentages 
for architects' fees, contractors' overhead, 
and items which, in many instances permit 
the approved 90-percent mortgage to exceed 
the builders' actual costs. A proposal was 
made to your committee that the bill include 
limitations as to the maximum amounts 
which could be included for these specific 
items. After studying this matter, your 
committee rejected the proposal because of 
the administrative and other difficulties 
which would be involved. In place of this, 
the amendment now cdntained in section 
116 (a) was added." (The House of Repre
sentatives refused to accept the proposed 
change from 90 to 80 percent and the change 
was never enacted-Conference on section 
608, Report of the Committee on Banking 
and Currency, U. S. Senate, 81st Congress, 
upon section 608, Feb. 28, 1950, p. 8.) 

In hearings before a subcommittee of the 
Committee on Banking and Currency, United 
States Senate, on July 26, 1949, the commit
tee was informed in response to a direct 
question as to whether 608 projects could be 
constructed for less than the amount of the 
loans that-

"In the nature of the operation it is 
possible • • •. 

"Actually, the title VI operation was an 
emergency type of operation originally estab
lished in the war period, just before the war, 
in the defense period, to meet a special 
emergency of need for housing, and fast 
(p. 395). 

"We believe fundamentally that the valua
tion method in all of the insured operation 
is by far the better approach, using the long
term economic value, rather than necessary 
current replacement costs. The language 
varied from time to time in that respect 
(p. 395). 

"• • • we realize the dangers that you 
refer to; they are inherent in it. 

"* • • the same question arose here very 
pointedly in connection with the debate on 
the military housing bill recently. The bill 
was drafted on the basis of 95 percent for a 
title VI type of operation. That was strong
ly recommended by various groups and, in 
fact, was to some extent supported by the 
military who, of course, are very anxious to 
get this housing. 
. "We strenuously opposed It at that time 
and opposed it again in the other House, for 
the very reasons which you have in mind, 
that particularly since we have to make a 
cost estimation long in advance of the actual 
probable incurrence of those costs, certainly 
it is long in advance of the completion of 
the structure. It is the best estimate the 
Commissioner can make in advance of what 
will be the costs. We make a commitment 
on that basis. There is no exact science of 
cost estimation, particularly so far in ad
vance. 

"Even if there were, with respect to one 
builder, you have a variety of situations, ef
ficiency, and so on, so that the same set of 
costs might not necessarily apply to another. 

"So, inherent in it is the kind of danger 
you speak of." 

And again in the conference on section 
608, report of the Committee on Banking 
and Currency, United States Senate, 81st 
Congress, February 28, 1950, in response to 
question from the committee as to how 
much equity iinvestment had been made by 
builders of section 608 projects, the Hous
ing Administrator replied: 

"In many cases they do put In an invest
ment. It is possible, as we pointed out in 
testimony a number of times in the past, 
for there to be an excess of the mortgage 
amount, based on estimated costs, over ac
tual costs because, as pointed out, there is an 
lmpossib1lity of projecting 6, 8, or 12 months 
in advance and estimating exactly what the 
costs are going to be. We do not think such 
an excess is usual • .. There is no question, 

however, that there Is greater risk involved 
in these rental projects under section 608 
than in the regular cases. • • • The con
siderations that would necessarily follow, of 
course, are the reasons we have stated, why 
we do not recommend extension of section 
608." 

We have attempted to write safeguards 
into the legislation now before the Senate. 
I sincerely hope that they will prove to be 
more effective than other safeguards that 
we have written into housing legislation. 
It may very well be, though, that we shall 
continue to be vexed with the problem of 
writing in adequate safeguards to protect 
home consumers and at the same time deal 
fairly with home producers. 

What did the 608 program accomplish? 
The program became effective on May 22, 
1946, in a law which continued and expand
ed a small wartime 608 program. The last 
commitment under the program was issued 
on March 1, 1950. Under the 608 program, 
465,480 privately built rental units were pro
vided in 7,046 projects, the mortgages on 
which were insured for a total of about $3.4 
billion. These projects were built in all 48 
States, the District of Columbia, Alaska, 
Hawaii, and Puerto Rico. During this same 
period of time private rental housing went 
from its wartime lows up to as high as an 
average of 160,000 in 1949 and 1950. In 
1950, more than four-fifths of these were sec
tion 60S 's. 

The 608 program broke the back of the 
postwar rental housing shortage. It pro
vided good rental housing quickly to meet 
the needs of our returning veterans. The 
430,000 units it provided after 1946 (35,000 
units were provided under similar legislation 
during the war) meant a quick and almost 
incredibly large response to the Government 
program designed to provide rental housing. 
It was undoubtedly one of the most success
ful of all Government housing programs. It 
brought the rental-housing percentage of all 
new units up to as high as 20 percent by 
1949. Today, without 608, it has fallen to 
12 percent, almost as low as it was when the 
608 program started. 

The 608 program helped the American 
people to meet their obligations to the re
turning servicemen. It helped meet the 
needs of a vast number of returning service
men and their families who would otherwise 
not have been adequately housed. Without 
the housing provided thereby, we would not 
only have a continuance of the serious hous
ing emergency that confronted us on war's 
end, but the few new rentals built would 
have been at prices far beyond the reach of 
the average veteran, and we would still be 
plagued with a severe housing shortage. 
Moreover, if we had not been able to increase 
the supply of rental housing during a periOd 
of very heavy demand, the normal operations 
of supply and• demand would have meant 
zooming prices on all new rental housing. 

The rents on postwar rental housing were 
certainly lower than they . would have been 
without the 608 program. In 1950, the typi
cal or median 608 unit had 4.1 rooms and had 
rental of $81.12. Rentals in new non-60S's 
built at the time were undoubtedly higher, 
because developers and equity investors, such 
as the life insurance companies, undertak
ing such non-FHA projects at that time 
were aiming at higher income groups than 
those for which 608's were undertaken. In 
the few cases where they may have been aim
ing at about the same market, rents were 
lower because FHA set the rents. 

As an illustration of this, compare two 
projects of practically similar design by the 
same developer both built around 1951 in the 
P:P,iladelphia area. One of them was built 
under FHA section 608, the other convention
ally financed by a large life Insurance com
pany with an uninsured mortgage. In the 
FHA project, the rents are on the average 
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nearly -$2 per room per month less than -on 
the conventional projects. And the devel
oper states that he could probably get, at 
going rentals in the area for comparable 
housing, about $10 more per unit per month 
than FHA will allow, but the project is still 
subject to FHA control. 

Incidentally, compare the typical $80 to 
$85 a month rent on the section 608--rentals 
still largely in effect-with the typical rent 
on section 207 projects insured in 1953, which 
was $110.65 with a medium size unit of 4.3 
rooms. 

The 608 program did this job at no cost to 
the taxpayer. Under the 608 program, mort
gages were insured on 7,046 projects for a 
total of $3.4 billion. As of May 31, 1954, 
some 6,507 of these mortgages were still in 
force and FHA's insurance outstanding had 
decreased· to about $3 billion. Of the origi
nal mortgages, 264 have been prepaid before 
the due date (rents on the 20,000 units cov
ered by these prepaid mortgages, no longer 
subject· to FHA control had undoubtedly 
risen.) Six of the original mortgages were 
withdrawn and FHA has had to make good 
on its insurance contracts for 291 projects, 
or about 4 percent of the total mortgages 
written. 

However, all this time, insurance prem
iums from going projects have been used not 
only to pay a proper portion of FHA's op
erating expenses (the FHA operates at no 
expense to the taxpayer) but also to build 
up a War Housing Insurance Fund, from 
which FHA meets all the costs incurred in 
taking over projects. As of May 31, 1954, 
this fund had an earned surplus of $130,721,-
801. · During fiscal 1953 this fund received 
$28 million income. 

By May 31, 1954, FHA had sold 41 of the 
projects it had taken over, at a cost to the 
war housing insurance fund reserves of 
nearly $1 million. But up until May the 
sales of such projects had resulted in a net 
profit to the fund; at the end of February 
1954 net profit from sales was $127,000, in 
April a net profit of about $6,000 was still 
shown; but in May the new FHA Commis
sioner sold 5 projects at a cost to reserves 
of over $1 million . . 

It may be in order to ask why these proj
ects were sold at this time, at such prices, 
when experience up until May, has shown 
that it is possible to dispose of the projects 
at a profit. 

FHA is managing the remaining 250 proJ
ects which it has taken over. It can con
tinue to manage these, and place them on 
a sound basis, and then offer them for sale. 
This method enables them not only to put 
the projects back on a paying basis where 
poor management may have led them into 
difficulties, but also to hold them from the 
market until a favorable time occurs for sale. 

The insurance liab111ty is already down 
·nearly $400 million. The average mortgage 
on a ·60S dwelling unit, originally about 
$'1,600, is now about- $7,100. Every year, 
the insurance exposure gets smaller and 
smaller and the insurance dollar reserves get 
larger and larger. So far, the program has 
not cost the taxpay_ers a penny, nor is it 
likely that it will. 

This is truly a remarkable aspect of the 
story and yet one which has been given little 
publicity. Here, a housing program which 
did so much for the servicemen during the 
most extensive housing shortage in our his
tory, done with credit aid supplied by the 
Federal Government and yet built by private 
builders-and at no cost to the Federal Gov
ernment. It is well to remember the extent 
and seriousness of that housing shortage. It 
is well to remember that during that time we 
were willing to spend, and did spend, a vast 
sum merely to .provide .temporary shelter at 
public expense for retuining servicemen. 

To get emergency housing for these re
turning servicemen the 'Federal Government 
expended $489.1 million !or reused tempo-

rary war housing, trailers, and quonset huts. 
All of this housing was regarded as expenda
ble and was intended to be removed at the 
end of the emergency-a direct expenditure 
of nearly hal! a billion dollars to meet these 
emergency needs in what was really inade-
quate housing (it provided for 262,000 ac
commodations, some of them single person 
dormitory units) as compared with no ex
penditure for the permanent housing pro
vided under 608. 

It is true that some builders have made 
very high profits under the 608 program. So 
far in the hearings that have been held by 
the Senate Banking and CUrrency Commit
tee, the evidence has pointed to high profits 
rather than to law violations. 

Furthermore, if there have been law viola
tions, the indication is that they have been 
of the tax laws rather than any housing law. 
In fact, the real weakness of this whole 
thing has been the use of loopholes in the 
tax law rather than abuse of the housing 
laws. Such violations when disclosed should 
of course be strictly dealt with. However, 
so far what we have seen is that a num
ber of builders among the thousands who 
have built 60S's took advantage of the situ
ation to make high profits. 

They did this in many cases in perfectly 
legal ways: for example, by undertaking to 
do the construction themselves, rather than 
hiring contractors, and thus retaining the 
tee they might otherwise have spent for the 
contractor; by taking full allowances for 
architectural and engineering fees everi 
though fees paid out amounted to less; by 
completing the project for occupancy in 
.a shorter time than contemplated under 
their FHA agreement, and receiving rentals 
from occupied units for a period of time be
fore they were required to start making 
mortgage payments; by getting credit for the 
value of the land in the developed project, 
rather than the raw-land figure at which 
they may have purchased it; by building 
more efficiently than the so-called "typical" 
builder on the basis of whose operations al.
lowable costs were es_tablished; and _in other 
ways. . 

It so happens that I was one of those Dem
ocratic Senators who early recognized the 
loopholes in that law. Other Senators, as 
I have pointed out, recognized these loop
holes. And, as I have also pointed out, con
stant efforts have been made to close · them. 
In fact, all these efforts, many of them un
successful, eventually contributed to the 
abolition of section 608 by the 1950 Demo
cratic Congress. 

At this point, too, I should like to mention 
that one of the primary purposes of the mid.,. 
dle income housing b111 of 1950 was not only 
to help provide housing for middle income 
groups but also to cut down on the needs of 
the 608 program. I feel confident that, had 
the measure passed, it would have served 
these purposes. It would also, through in
direct pressure, have brought about reduced 
mortgage amounts for 60S's. 

Mr. President, these are matters of his
tory-of indisputed, incontrovertible fact. 
Here we have a program designed to aid 
the veteran to get rental housing, which did 
that very thing more successfully than we 
had ever hoped, which broke the back of the 
most severe housing shortage in our history, 
which provided adequate housing at reason
able rents-at lower rents than they could 
otherwise have been provided, which pro
vided the housing at a time when no other 
device could have succeeded, and which did 
it without using 1 cent of Government 
money. 

Mr. President, these are facts which we 
tend to forget in_ the heat of the moment, 
which tend to get overlooked. Now it has 
become politically tlseful-politically desir
able--to attack this program of the past, 
and to -attack it in a context which utterly 
ignores the serious and critical nature of the 

problems we -were then confronting in hous
ing our returning servicemen. It is being 
criticized and condemned, not because it did 
not do the job it set out to do-a job which 
the then Republican leader of the Senate~ 
Senator Robert A. Taft, said could not be 
done in any other way. It is not being con
demned because it did not provide the needed 
housing and at reasonable rentals. It is be
ing condemned and vilified even though it 
did do that very job of providing the housing. 
It is being condemned solely because some 
private builders made profits in building the 
housing. · 

Now it is being said that even though 
this program did not cost the taxpayers one 
penny, nevertheless, the high profits to some 
of the builders wm come out of the pockets 
of those who pay the rents. This may be 
true. Nevertheless, those who pay these 
rents would undoubtedly have had to pay 
much higher rents and had far less satis
factory housing accommodations available 
for them if it had not been for the 608 
program. 

Without trying to make any case for such 
excess profits, I maintain that the program 
kept rentals far lower than they would have 
been in this period of shortage without the 
60S program. The coming into existence o! 
this vast addition to the supply of well over 
400,000 additional units was one of the Im
portant factors which kept rents as low as 
they were in this period. Moreover, with 
rare exceptions, very little private rental 
housing was undertaken in the postwar 
period for income groups represented by 
these veterans. Much of the insurance
company housing, for example, was aimed at 
higher income markets. 

INTEREST RATES AND HOUSING 

And speaking of the concern for the 
pocketbooks of the consuming public-, it is 
of considerable interest to look at the in
terest rates paid on housing loans by the 
American homeowner. Prior to the exist
ence of the FHA and other housing-aid 
measures undertaken in the thirties, first 
mortgages were usually written at high-in
terest rates for limited maturities from half 
to two-thirds of value; the average borrower 
was often forced to take out a second and 
often a third mortgage to cover his total 
requirements. 

Fees or discounts were usually charged for 
making these loans and there were multiple 
charges for title examination, recording, etc. 
With most loans coming due in a relatively 
short time, and with lump-sum payments 
required, rather than the level amortization 
practice now so universal, frequent renewals 
were necessary for each loan, and each re
newal called for more fees and charges. 

It is very difficult to calculate the savings 
to the home-buying public during the past 
20 years by all the changes that have been 
brought about In these home-financing .prac
tices. Let us examine merely the Interest 
rate_ aspect of it. Interest rates in the twen
ties and early thirties were about 6 percent 
or higher for first mortgages. According to 
the census of 1950, the median interest rate 
on all such loans was 5 percent. We have 
at this time a home-mortgage debt well in 
excess of $60 billion, all of It incurred in 
the past 2 decades. Think of it. This at 
least 1-percent decline In interest rates now 
means a savings to the home buyer of at 
least $600 million a year, of between $3 and 
$4 billion in the postwar years alone. 

Last year, in April, the Treasury Intro
duced a new Government bond issue with 
an interest rate of 3% percent, or one-hal! 
percent higher than the going Government 
bond rate. What happened to the home
mortgage market is well known; not only 
were there increases of one-fourth percent 
on FHA and one-half percent on VA mort
gages, but in general interest rates on all 
mortgages went up. On the approximately 
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$12 billion ln home mortgages recorded In 
1953 after this change in interest rates oc
curred, this would amount to an additional 
charge to the home buyer of approximately 
$40 to $50 m1llion a year for the life of the 
mort(rages. This added to the new mort
gages0 coming in each year will soon cata
pult the American home buyer or tenant into 
an additional annual cost for shelter of one
half billion and more dollars. 

These are real costs and, as I pointed out 
in a speech on the Senate floor in May 1953, 
they are unnecessary costs. 

This does not include, of course, the ad
ditional cost to the taxpayer of a higher 
interest rate on the Treasury bond issue
higher than needed to bring the money forth 
(the bond is now sell1ng at a 10-point pre
mium); the cost to the farmer of higher 
credit rates, or the cost to anybody who buys 
an auto, or a home appliance, or clothes, or 
anything else on the installment plan. 

While there is some evidence that the fiscal 
authorities of the Government have recog
nized the error of their ways, and mortgage 
credit has become somewhat easier in recent 
months, nevertheless, the rates charged on 
FHA and VA remain where they were pegged 
last May 1953, and these in turn both influ
ence and reflect general housing mortgage 
market rates, just as the FHA rate, in the 
past 20 years had so important an influence 
on overall home mortgage rates. 

If rates continue at the higher level, this 
would mean an additional $75 million to 
$100 million per year on this year's mortgage 
volume to come out of the pocket of the 
homeowner just for the mortgages on homes 
purchased this year. 

This situation, I submit to you, Mr. Presi
dent, is really an alarming one, this addi
tional cost saddled on the American public, 
yet I have heard of no tears being shed for 
the millions of American being fleeced each 
year for unnecessary higher interest costs 
of tens of millions of dollars. 

SEVERAL SENATORS. Vote! Vote! Vote! 
Mr. SMATHERS. Mr. President, will 

the able chairman yield so that I may 
ask a question of him? 

Mr. CAPEHART. I yield. 
Mr. SMATHERS. I call the able 

chairman's attention to that paragraph 
on page 23 of the conference report 
where reference is made to tourist areas. 
With respect to section 603 and 608 
projects is it the Senator's understand
ing that a tourist area in Florida would 
include the whole State of Florida? 

Mr. CAPEHART. I would think that 
the State of Florida would be considered 
a tourist area. I would say so. 

The PRESIDING OFFICER. The 
question is on agreeing to the conference 
report. 

Several Senators requested the yeas 
and nays. 

The yeas and nays were ordered. 
Mr. MA YBANK. Mr. President, I 

suggest the absence of a quorum. 
The PRESIDING OFFICER. ne 

Secretary will call the roll. 
The legislative clerk proceeded to call 

the roll. 
Mr. MA YBANK. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER (Mr. 
CARLSON in the chair>. Without objec
tion, it is so ordered. 

The question is on agreeing to the 
conference report. The yeas and nays 
have been ordered, and the Secretary 
will call the roll. 

The legislative clerk called the roll. 

Mr. SALTONSTALL. I announce that 
the Senator from Maryland [Mr. BEALL], 
the senior Senator from North Dakota 
[Mr. LANGER], the junior Senator from 
Wisconsin [Mr. McCARTHY], the Senator 
from New Jersey [Mr. SMITH], the senior 
senator from Wisconsin [Mr. WILEY J, 
and the junior Senator from North Da
kota [Mr. YouNG] are necessarily absent. 

Mr. CLEMENTS. I announce th,at 
the Senator from Mississippi [Mr. EAsT
LAND], the Senator from Louisiana [Mr. 
ELLENDER], the Senator from Delaware 
[Mr. FREAR] , the Senator from Iowa [Mr. 
GILLETTE], the Senator from Tennessee 
[Mr. KEFAUVER], the Senator from Mas
sachusetts [Mr. KENNEDY], the Senator 
from Nevada [Mr. McCARRAN] , the Sena
tor from Arkansas [Mr. McCLELLAN], 
and the Senator from Missouri [Mr. 
SYMINGTON] are necessarily absent. 

I announce further that on this vote 
the Senator from Delaware [Mr. FREAR] 
is paired with the Senator from Ten
nessee [Mr. KEFAUVER]. If present and 
voting, the Senator from Delaware 
would vote "yea," and the Senator from 
Tennessee would vote "nay.'' 

I announce also that on this vote the 
Senator from Iowa EMr. GILLETTE] is 
paired with the Senator from Massachu
setts [Mr. KENNEDY]. If present and 
voting, the Senator from Iowa would 
vote "yea," and the Senator from Massa
chusetts would vote "nay.'' 

I announce that the Senator from 
Oregon [Mr. MoRSE] is necessarily ab
sent, and if present would vote "nay." 

The result was announced-yeas 59, 
nays 21, as follows: 

YEAS-59 
Aiken Ervin May bank 
Anderson Ferguson Millikin 
Barrett Goldwater Monroney 
Bennett Gore Mundt 
Bowring Hayden Neely 
Bricker Hendrickson Pastore 
Bridges Hennings Payne 
Bush Hickenlooper Potter 
Butler Holland Purtell 
Capehart Jenner Reynolds 
Carlson Johnson, Colo. Robertson 
Case Johnson, Tex. Schoeppel 
Chavez Johnston, S. C. Smathers 
Cooper Kerr Smith, Maine 
Cordon Knowland Stennis 
Crippa. Kuchel Thye 
Daniel Lennon Upton 
Dirksen Long Watkins 
Duff Malone Welker 
Dworshak Martin 

NAYS-21 
Burke Green Magnuson 
Byrd Hill Mansfield 
Clements Humphrey Murray 
Douglas Ives Russell 
Flanders Jackson Saltonstall 
Fulbright Kilgore Sparkman 
George Lehman Williams 

NOT VOTING-16 
Beall Kennedy Smith, N.J. 
Eastland Langer Symington 
Ellender McCarran Wiley 
Frear McCarthy Young 
Gillette McClellan 
Kefauver Morse 

So the report was agreed to. 
Mr. CAPEHART. Mr. President, I 

move that the vote by which the con
ference report was agreed to, be recon
sidered. 

Mr. KNOWLAND. Mr. President, I 
move to lay on the table the motion to 
reconsider. 

The motion to lay on the table was 
agreed to. 

. Mr. CAPEHART. Mr. President, I ask 
unanimous consent that House bill 8783, 
to provide for the ~onveyance of certain 
housing units owned by the United 
States to the Housing Authority of St. 
Louis County, Mo., be indefinitely post
poned. The provisions are contained in 
the conference report on the Housing 
Act of 1954. 

The PRESIDING OFFICER. With
out objection, it is so ordered. 

Mr. CAPEHART. Mr. President, I 
submit and send to the desk a concur
rent resolution, for which I request im
mediate consideration. The purpose of 
the concurrent resolution is to make sev
eral technical corrections in the housing 
bill we have just passed. 

The PRESIDING OFFICER. The 
concurrent resolution will be read. 

The Chief Clerk read as follows: 
Resolved by the Senate (the House of Rep

resentatives concurring), That in the enroll
ment of the bill (H. R. 7839) entitled "An 
act to aid in the provision and improvement 
o_f housing, the elimination and prevention 
of slums, and the conservation and develop
ment of urban communities," the Clerk of 
the House is authorized and directed to make 
the following corrections: 

In the third sentence of section 221 (g) 
(3) of the National Housing Act, as added to 
that act by section 123 of the bill, insert 
after the words "is assigned to the Commis
sioner," the clause "shall mature 10 years 
after such date." 

In section 100 of the Housing Act of 1949, 
as added to that act by section 301 of the 
bill, substitute· "sections 102 and 103" for 
••sections 103 and 104." 

In section 613 of the act entitled "An act 
to expedite the provision of housing in con
nection with national defense, and for other 
purposes", approved October 14, 1940, as 
added to that act by section 805 (3) of the 
bill, insert after the words "San Diego 
County" the words "or Imperial County." 

The PRESIDING OFFICER. Is there 
objection to the request for the imme
diate consideration of the concurrent 
resolution? 

There being no objection, the Senate 
proceeded to consider the concurrent 
resolution. 

Mr. CAPEHART. Mr. President, in 
as much as the concurrent resolution is 
purely technical in nature, I ask unani
mous consent to have printed at this 
point in the body of the RECORD an ex
planation of the concurrent resolution. 

'l'here being no objection, the explana
tion was ordered to be printed in the 
REcORD, as follows: 
ExPLANATION OF SENATE CONCURRENT RESO• 

LUTION 102 RELATING TO H. R. 7839, HOUS• 
ING ACT OF 1954 
On page 68 of the · conference committee 

report, in the statement on the part of the 
managers of the House, it was stated: 

••The House bill contained a provision 
which would amend section 204 (d) of the 
National Housing Act so as to fix the term 
of debentures to be issued under sections 
203 and 213 of the act at 10 years. The Sen
ate amendment contained a provision fur
ther amending section 204 of the act so that 
any debentures issued under the act (other 
than debentures issued under sec. 221 (g) 
(3) could be replaced under certain con
ditions with refunding debentures matur. 
ing within a further 10-year period, thus in 
effect permitting the FHA Commissioner to 
impose a 10-year extension on debenture 
maturities. The conference substitute 
places a straight 20-year maturity on all 
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FHA debentures issued under the act ()ther 
than debentures issued under section 221 
(g) (3) ." . . . . . 

While this was the intent of the confer· 
ence committee, actually the debenture term 
under sec. 221 (g) (3) (debentures for the 
sec. 221 mortgages), as it is now written 
in the act agreed upon by the conference 
in 20 years rather than 10 years as was in· 
tended. This would not ·be consistent with 
the provision governing the interest rate· on 
such debentures, where the rate is set on 
United States obligations of 8 to 12 years 
maturity. 

The reason for making these debentures 
10 years was to make this type of mortgage 
for the low rent housing program under sec· 
tion 221 more attractive . to lenders with the 
hope th_!l.t eventually such mortgag~s would 
be salable in the private mortgage market. 

In the new section 100 (p. 35 of the con· 
ference report) it is provided: 

"The authorizations, funds, and appropri· 
ations available pursuant to sections 103 and 
104 hereof shall constitute a. fund, to be 
kz:own as the 'urban renewal fund,' and shall 
b.e available for advances, loans, and capital 
grants to local public agencies for urban 
renewal projects; in accordance with the 
provisions of this title, and all contracts, 
obligations, assets, and liabilities existing · 
tinder or pursuant to said sections prior to 
the enactment of the Housing Act of 1954 
are hereby transferred to said fund." 

Section . 102 in the present law authorizes 
funds for loans for slum clearance and urban 
renewal. Section 103 authorizes capital 
grant funds. There is no authorization· for 
funds in section 104. Consequently, unless 
the section number is changed, the Hous· 
ing Administrator would not be authorized 
to place funds for loans authorized by section 
102 of the act of 1949 in the urban renewal 
fund as was intended to be authorized by the 
new section 100. Therefore, we are simply 
changing the section references in the new 
section 100 from "103 and 104" to "102 and 
103." 

In section 805 (3), on page 59, we inad· 
vertently failed specifically to include in 
this amendment provisions for housing for 
members of an Indian tribe in Imperial 
County, Calif., which was the intention of 
the conference committee when such pro· 
vision was made for members of Indian tribes 
in Riverside County and San Diego County 
in California. 

The PRESIDING OFFICER. The 
question is on agreeing to the concur· 
rent resolution. 
: The concurrent resolution (S. Con; 

Res. 102) was agreed to. 

AMENDMENT OF SECURITIES ACT 
OF 1933, THE SECURITIES EX· 
CHANGE ACT OF 1934, . THE TRUST 
INDENTURE ACT OF 1939, AND 
INVESTMENT COMPANY ACT OF 
1940-CONFERENCE REPORT 
Mr. KNOWLAND. Mr. President, I 

understand that the Senator from Con. 
necticut [Mr. BusH] has a conference 
report on the SEC bill. He assures me 
he has taken up this matter with the 
senior Senator from South Carolina 
[Mr. MAYBANK] and with the minority 
leader, the distinguished senior Senator 
from Texas [Mr. JOHNSON]; and I under
stand the conference report was agreed 
to by all the conferees, and that there is 
no controversy regarding the report, 
insofar as the Senator from Connecticut 
knows. 

Mr. BUSH. Mr. President, I submit 
a report of the committee of conference 

• 

on . the disagreeing votes of the two 
Houses on the amendments of the Holl.se 
to the bill <S. 2846>" to amend certain 
provisions of the Securities Act of 1933, 
as amended, the Securities Exchange Act 
of 1934, as amended, the Trust Indenture 
Act of 1939, and the Investment Com
pany Act of 1940. I ask unanimous con. 
sent for its present consideration. 

The PRESIDING OFFICER. . The 
report will be read for the information 
of the Senate. 

The legislative clerk read the report, 
as follows: 

The committee of conference on the dis· 
agreeing votes of the two Houses on the 
amendments of the House to the bill 
(S. 2846) to amend certain provisions of 
the Securities Act of 1933, as amended, the 
Securities Exchange Act of 1934, as amended, 
the Trust Indenture Act of 1939, and the 
Investment Company Act of 1940, having 
met, after full and free conference, have 
agreed to recommend and do recommend to 
their respective Houses as follows: 

That the Senate recede from its disagree· 
ment to all the amendments of the House 
and agree to the same. 

HOMER E. CAPEHART, 
PRESCOTT BUSH, 

JOHN W. ::J3RICKER, 
I. M. IVES, 
J. ALLEN FREAR, Jr., 
A. WILLIS ROBERTSON, 
JOHN SPARKMAN, 

Managers on the Part of the Senate. 

Crus. A. WOLVERTON, 
JAMES I. DOLLIVER, 
JOHN W. HESELTON, 
JOHN B. BENNETT, 
J. PERCY PRIEST, 
DwiGHT L. ROGERS, 
HoMER THORNBERRY, 

Managers on the Part of the House. 

The PRESIDING OFFICER. Is there 
objection to the present consideration 
of the report? 

There being no objection, the Senate 
proceeded to consider the report. 

Mr. BUSH. Mr. President, I wish to 
report the agreement of the conferees 
on Senate bill 2846, and to recommend 
favorable action by the Senate. 

Mr. MAYBANK. Mr. President, will 
the Senator yield for a question? 

Mr. BUSH. I yield. 
Mr. MAYBANK. I only wish to say 

that, as I understood from the confer
ence report, the Senate conferees held 
out as long as they possibly could for 
the adoption of the Senate version. But 
the House conferees were unwilling to ac
cede to certain increases in exemptions, 
and the Senate finally gave in. 

I am in thorough accord with the con
ference report, and I wanted the REcoRD 
to show that, as was the case with the 
housing bill, the Senate conferees held 
out to the best of their ability. 

Mr. BUSH. The Senator is correct, 
and I thank him for his observation. 

In the main, S. 2846 relates to certain 
provisions of the Securities Act of 1933 
and the Securities Exchange Act of 1934. 
Those statutes have effectively regulated 
the issuance and sale of securities and 
have substantially eliminated the evils 
which gave rise to the need for their en
actment. The bill is designed to preserve 
to the investors the protection afforded 
by the basic disclosure provisions of those 
statutes and at the same tiril.e to elimi-

nate those defects in those statutes which 
have been revealed during the past two 
decades. To this end, S. 2846 makes lim
ited but· important changes in certain 
acts administered by the Securities and 
Exchange Commission, which will re
duce unnecessary delay, expense, and 
complexity in the marketing of securi
ties to the public and will result in more 
efficient, effective, and realistic opera
tions of those acts. 

The Banking and Currency Committee 
has jurisdiction over the Securities and 
Exchange Commission and the laws it 
administers. Therefore, at the request 
of the Senator from Indiana [Mr. CAPE· 
HART], and as chairman of the Subcom
mittee on Securities, Insurance, and 
Banking, I met during the adjournment 
of the Senate last fall with representa
tives of the SEC and the securities in
dustry in a series of conferences. At 
these conferences very careful consid
eration was given to various proposals 
which had been submitted for amend
ment of the statutes administered by the 
Commission. The actual provisions of 
the bill, which was introduced by our 
able chairman, Senator CAPEHART, may 
fairly be said to have grown out of the 
long experience of those in Government 
responsible for the administration of 
these statutes and of those in the securi
ties industry who are subject to them. 
With the exception of one provision, 
which I shall discuss in greater detail, 
there was no controversy over the provi
sions of the bill except insofar as some 
of the provisions do not go as far as 
some industry representatives advocated. 
The ·provisions of the bill may be briefly 
summarized as follows: 
DISSEMINATING INFORMATION DURING WAITING 

PERIOD 

In line with the basic purpose of the 
Securities Act of 1933-to . provide inves
tors with adequate information concern
ing securities publicly offered-the bill 
permits written offers during the wait
ing period by means of a prospectus filed 
with the Commission prior to its use. It 
would remove the difficult concept, in
herent in present practice, that it is per
missive-obligatory under SEC rules
for an .underwriter during the waiting 
period to disseminate information but 
illegal to solicit offers. The amended 
act, however, continues to make unlaw
ful sales, contracts to sell, and contracts 
of sale before the registration statement 
becomes effective. 
USE OF PROSPECTUSES AFI'ER EFFECTIVE DATE OF 

REGISTRATION 

The Securities Act of 1933 requires 
that any dealer must deliver a pros
pectus in the initial distribution of a se
curity-regardless of how long the dis
tribution takes. It further requires the 
delivery of a prospectus in trading 
transactions for 1 year after commence
ment of an offering. This latter pro
vision is amended to reduce the 1-year 
period to 40 days after the effective date 
or the commencement of the public 
offering, whichever expires last. The 1-
year period for trading transactions-as 
distinguished from actual distribution
has long been recognized as unrealis
tically long • 
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For certain types of investment com
panies which continuously offer securi
ties the Investment Company Act of 1940 
is amended so as to provide for manda
tory use of prospectuses over a longer 
period. 
SIMPLIFICATION OJ' INFORMATION REQUIRE

MENTS FOR PROSPECTUSES USED FOR MORE 

THAN 13 MONTHS 

Prospectuses which are used more 
than 13 months after the effective date · 
of the registration statement now re
quire information more recent than the 
information in prospectuses used prior 
thereto. In order to equalize the re
quirements the act is amended to pro
vide that where a prospectus is used 
more than 9 months after the effective 
date, the information contained therein 
shall be as of a date within 16 months 
of such use. 
EXTENSION OF CREDIT BY DEALERS IN NEW ISSUES 

The prohibition against extending 
credit to purchasers of a new issue by 
dealers for 6 months after the offering 
period is considered unnecessarily long. 
The amendment reduces the 6 months' 
period to 30 days. 

WHEN-ISSUED TRADING 

This is a technical amendment for the 
purpose of removing an ambiguity in the 
present law. This is accomplished by 
eliminating the last sentence of section 
12 (d) of the Securities Exchange Act 
of 1934 which is unnecessary for the ac
complishment of its stated purpose. 
The current regulations of the Commis
sion plus the overall rulemaking author
ity now provided by section 12 (d), and 
retained by the bill, afford adequate 
means for dealing with future problems 
as to "when-issued" trading. 
THE OFFERING OF INSTITUTIONAL TYPE OF DEBT 

SECURITIES 

The Trust Indenture Act of 1939 
seemingly requires inclusion in a pros
pectus of a summary of certain speci
fied indenture provisions. Since the 
Commission can deal with disclosure 
problems through its rulemaking power, 
and since the substantive provisions re
quired to be included in indentures quali
fied under the act would not be changed, 
this requirement is unnecessary. The 
amendment should facilitate the sim
plification of prospectuses. 

SIMPLIFIED REGISTRATION PROCEDURES FOR 
INVESTMENT COMPANIES 

Instead of, in effect, requiring in
vestment companies, which engage in 
continuous offerings of their shares, to 
file new registration statements under 
the Securities Act each year, the amend
ment would permit such companies to 
increase the number of their registered 
shares by amending their registration 
statements. 

In addition to these matters, the bill, 
as passed by the Senate, contained a 
provision which would amend section 
3 (b) of the Securities Act to increase 
from $300,000 to $500,000 the maximum 
amount of exemption from registration 
which may be provided by appropriate 
rules of the Commission. The House of 
Representatives deleted this provision 
from the bill as passed by the Senate. 
While your managers recommend that 

the Senate .agree to the amendment 
made by the House, I believe it important 
to indicate the considerations which led 
to the inclusion of this provision in the 
Senate bill. 

The amendment of section 3 (b) was 
designed to make the capital market 
more readily available to small businesses 
and at less expense, in accordance with 
the recommendation of the President in 
his Eco-nomic Report to the Congress. It 
was thus conceived as a part of the secu
rities law amendment program for the 
purpose, "while fully protecting the in
terests of investors,'' of "making the 
capital markets more accessible to 
businesses of moderate size"-report of 
the President, 83d Congress, 2d session, 
House Document No. 289, January 28, 
1954, page 88. Incidentally, I would 
like to point out that the amendment 
increasing the exemption for the smaller 
securities issues was very strongly ad
vocated by the chairman of our Com
mittee on Banking and Currency, Sena
tor CAPEHART, as well as by the ranking 
member on the Democratic side, Senator 
MAY BANK. 

It should be emphasized that the pro
posed amendment of section 3 (b) would 
not have made the increased exemption 
automatically available. It would have 
served only to increase the permissible 
and maximum amount of exemption 
from the registration provisions of the 
act subject to the terms and conditions 
provided in relevant regulations of the 
Commission. 

In its regulations under section 3 (b) 
of the act, the Securities and Exchange 
Commission requires an offering circular 
to be delivered to the prospective pur
chaser and may by order suspend or 
deny the exemption because of fraud, 
threatened fraud, or other violation of 
the regulations. Persons using the offer
ing circular are subject to civil liability 
and other sanctions for fraud and other 
inaccuracies under sections 12 and 17 
of the Securities Act of 1933. Under 
present regulatio-ns these offering circu
lars which contain financial statements 
are examined in the Commission's re
gional offices before they may be used. 
It is the opinion of your Committee on 
Banking and Currency that the filing 
with and the scrutiny of the Commission 
of the literature employed under the ex
emption affords substantial safeguards. 

As I have already indicated, a princi
pal reason for increasing the exemptive 
amount was the disproportionate cost of 
registration for small issues. After care
ful consideration of the testimony of wit
nesses who appeared before your com
mittee and urged an increase in the 
exemptive amount and of the considered 
views of the members of the Securities 
and Exchange Commission, your Com
mittee on Banking and Currency was of 
the view that an increase of the exemp
tive amount, subject to appropriate safe
guards, would be in the public interest. 

Despite careful exploration of all of 
the pertinent considerations · in confer
ences with the conferees on the part of 
the House of Representatives, many 
background conversations and attempts 
at compromise, the conferees on the part 
of the House were adamant in refusing 

to agree to the positio~ of the Senate. 
In view ·of the importance of the o her 
provisions of the bill and the long history 
of failure to reach a workable and non
controversial solution to the problems 
dealt with in the bill beginning as early . 
as 1939, your managers determined that 
the public interest could best be served 
by an agreement on the amendment 
made by the House. We have concluded, 
however, that the objective of reducing 
the cost of financing businesses of small 
and moderate size can be achieved if 
the Commission should take administra
tive action. under powers it already has 
under the statutes. 

During the past year or more the Com
mission has been seriously grappling with 
the problems of simplification of regis
tration procedures, and a vigorous pro
gram of revision of rules, regulations and 
forms, including forms for the registra
tion of new issues of securities, has been 
under way at the Commission, which 
tends to reduce the expense and difficulty 
of registration. I am advised that ef
fective July 21 the Commission an
nounced a new form, S-9, for institu
tional grade debt securities which sub
stantially reduced the quantity and de
tail of information previously required 
and which will permit a prompter ad
ministrative processing of registration 
statements filed under that form. The 
Commission has also adopted a form S-8, 
which similarly simplifies the registra
tion procedures for issuers offering se
curities to their employees. 

The Commission has ample adminis
trative powers under the act to classify 
issues and issuers, and guided by the 
broad outlines of schedule A of the act, 
to specify what types of information 
shall be included for registration state
ments and prospectuses of different clas
sifications of issuers. We urge the Com
mission to address itself promptly to pro
viding forms and procedures for the reg
istration of issues of securities of small 
and moderate size that would permit re
duction of the expense of registration of 
such issues, but which would, however, 
require all of the information, reason
ably necessary to permit the investor to 
make an informed investment judgment 
as to that type of security, be furnished 
consistent with the basic purposes of the 
act. 

I believe that this solution of the prob
lem would have the advantage of pre
serving for investors in such issues the 
important protections afforded by the 
registration requirements of the act. 
These include the information provided 
by the issuers' prospectuses, including 
certified financial statements and the im- · 
portant civil liability of the issuer, the 
underwriters and others under section 
11 of the act. The :flexibility of the 
Commission's powers tQ prescribe forms 
of prospectuses will be significantly im
proved by provisions of the bill which 
will permit the use of summary pros
pectuses. 

I am happy to report that Chairman 
WoLVERTON of the House Interstate and 
Foreign Commerce Committee, who was 
also chairman of the conference, has ad
vised me that he shares these views as to 
the Commission's authorit.y and the sug-

• 
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gestions made that the Commission ad
dress itself to the seeking of solutions to 
the problems posed by the expense ot 
registration of small issues. I wish to 
quote from his very :fine letter to me on 
this subject: 

In such remarks as you may mafte on the 
Senate floor at the time, you may feel per
fectly free to indicate my own sympathy with 
such proposal that the Commission under• 
take all action appropriate with reducing the 
costs of registration, revising applicable 
forms, and specifying types of information to 
be included in the prospectus and consistent 
with maintaining the liabilities and remedies 
contained in the act for the protection of 
investors. 

Tlie other amendments made by the 
House of Representatives are an amend
ment, requested by the Commission, 
making the bill effective 60 days after 
its enactment in order to afford sufficient 
time to formulate rules and revisions 
thereunder, and other amendments . of 
legislative style. _ 

I wish to thank the chairman of our 
committee, the distinguished and able 
senior Senator from Indiana [Mr. CAPE
HART], for granting me the privilege of" 
working on and helping to guide this 
important legislation through the Con
gress. 

Mr. President, I simply wish to empha
size that the only change. made in the 
Senate version of the bill was to elimi
nate the increase in exemption from 
$500,000, and to leave it at $300,000; 
where it has been for some years past. 
That is the exemption in the amount 
of securities issued, for which registra
tion is required. 

The PRESIDING OFFICER. The 
question is oil agreeing to the conference 
report. 

The conference report was agreed to. 

CONSERVATION OF WATER 
RESOURCES 

Mr. KNOWLAND. Mr. President, I · 
understand that the Senator from Ver
mont desires to have considered the 
amendments of the House of Representa
tives to Senate Bill 3137, relating to the 
conservation of water resources. The 
consideration of the amendments has 
been discussed with the minority mem
bers of the Committee on Agriculture 
and Forestry, and also with the acting 
minority leader. I believe that action 
on the amendments will not require more 
than a few minutes. 

Following the completion of such ac
tion, I plan to move that the Senate 
stand in recess until 10 o'clock tomor
row morning. 

The PRESIDING OFFICER laid be
fore the Senate the amendments of the 
House of Representatives to the bill <S. 
3137> to make the provisions of the act 
of August 28, 1937, relating to the con
servation of water resources in the arid 
and semiarid areas of the United States, . 
applicable to the entire United States, 
and to increase and revise the limitation 
on aid available under the provisions of 
the said act, and for other purposes, 
which were, on page 2, line 14, after 
"estate", insert "corporation engaged in 
farming"; on page 2, line 17, after "any", 

insert "other"; on page 2, after line 21 ~ 
insert: ' 

SEc. ·9. The Secretary of Agriculture is au
thorized, upon such terms and conditions 
as he shall prescribe, to make loans for the 
purposes of financing the in:rprovement of 
farm land by soil or water conserving or 
drainage facilities, structures or practices, 
improvement of soil fertility, establishment 
of improved permanent pasture, sus
tained yield afforestation or reforestation, or 
other erosion preventatives, and such other 
related measures as may be determined 
from time to time by the Secretary. 

And on page 2, line 22, strike out 
" "SEC. 9." and insert " "SEc. 10." 

Mr. AIKEN. Mr. President, the Sen
ate passed the bill unanimously some
time in May. The bill provides for the 
extension of the Water Resources Con
servation Act to all States of the Union, 
making loans available in larger 
amounts than had previously been the 
case for the securing of water for house
hold or irrigation purposes. 

The House proposes to amend the bill 
by making loans available for the :financ
ing of drainage facilities, structures or 
practices, improvement of soil fertility, 
establishment of improved permanent 
pastures, sustained yield afforestation or 
reforestation, or other erosion preventa
tives. The House has added those items 
to the water facilities contained pre
viously in the bill. 

The Department of Agriculture ap
proves the House amendment. I have 
spoken with most of the members of the 
Senate Committee on Agriculture and 
Forestry, and they have approved it. 

Mr. FULBRIGHT. Mr. President, will 
the Senator yield? · 

Mr. AIKEN. I yield. 
Mr. FULBRIGHT. Is it very clear that 

the amendments do not restrict the scope 
of the loans which may be made? 

Mr. AIKEN. The Senator is correct. 
They do · not restrict the loans to the 
purpose of digging wells or waterholes. 

Mr. FULBRIGHT. I completely con
cur in the amendments, and I am glad 
to support them. 

Mr. AIKEN. I move that the Senate 
concur in the House amendments. 

The PRESIDING OFFICER. The 
question is on agreeing to the motion 
of the Senator from Vermont. 

The motion was agreed to. 

MUTUAL SECURITY ACT OF 1954 -
The Senate resumed the consideration 

of the bill <H. R. 9678) to promote the 
security and foreign policy of the United 
States by furnishing assistance to 
friendly nations, and for other purposes. 

Mr. CAPEHART. Mr. President, I 
offer an amendment to H. R. 9678, 
which I ask to have printed and lie on 
the table. 

This amendment would increase to 
$750 million from $150 million the 
amount of nonmilitary funds to be made 
available under this act in the form of 
loans rather than grants. These loans 
would be made by the Export-Import 
Bank for speci:fic purposes and on terms 
that will give reasonable assurance of re
payment. These are the same terms 
upon which the Export-Import Bank is 
presently required to administer its own 

funds. However, the rema1mng pro
visions of the Export-Import Bank Act 
would not be made applicable to the 
funds ·it handles under the Mutual 
Security Act. 

It has long been my thought that a 
properly administered loan program 
would accomplish far more toward the 
development of foreign countries and 
their mutual relations with the United 
States than would an outright program 
of handouts. The bill, as reported from 
the Foreign Relations Committee, al...; 
ready provides that not less than $150 
million of the nonmilitary funds made 
available bY. the bill. shall be available 
only on a loan basis to be administered 
by the Export-Import·Bank. My amend
ment would increase this amount to $750 
million, which roughly equals half of 
the nonmilitary funds authorized un
der this act. Moreover, my amendment 
would require that these funds be 
handled in the making of loans on a 
basis which could reasonably be ex
pected to assure repayment of the funds 
to the United States with interest. 
Nothing in my amendment would de
tract from the purposes for which the 
funds made available under this act 
could be used. The main effect of the 
amendment would be to require that 
half of the nonmilitary funds be made 
available on a loan rather than a grant 
basis. I think it is high time that we 
started piacing these programs on more 
of a business basis to assure the ultimate 
resumption of trade relations between 
this country and the nations we are aid
ing. My amendment will still allow 
half of the nonmilitary funds to be ad
vanced on a _grant basis wherever that 
is deemed necessary. However, it will 
go a long way toward reestablishing 
normal business relationships with our 
allies. 

Mr. MA YBANK. I wish to concur 
thoroughly in what the Senator from 
Indiana has said. As a matter of f~ct, 
we have discussed the situation many 
times. I think the amendment will go 
a long way toward aiding business. · 

I want the RECORD to show that all 
the giveaway funds have not yet been 
given away. There are still $7,500,000,-
000 not spent, and negotiations are now 
in progress for about $2,500,000,000, as 
to which there have not been any com
mitments made by the FOA. So about 
$10 billion has not yet been given away. 

I hope that when the appropriation 
bill is reported Senators on the fioor will 
remember that $10 billion is still on 
hand . . So we can not only eliminate $3,-
100,000,000, but also the $10 billion not 
yet spent. 

Mr. CAPEHART. The Senator from 
South Carolina is saying that some $10 
billion is still in the pipeline. 

Mr. MAYBANK. That is correct. 
Mr. CAPEHART. All the appropria

tion which is being made this year for 
foreign aid is in addition to the $10 
billion. 

The PRESIDING OFFICER. Does 
the Senator from Indiana desire to have 
his amendment considered at this time? 

Mr. CAPEHART. No; I desire to have 
it printed and to lie on the table. 
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The PRESIDING OFFICER. The 

amendment will be received, printed, and 
will lie on the table. 

Mr. CAPEHART. My amendment will 
earmark $750 million, to be loaned for 
good business purposes, ·and to be re
paid to the Treasury of the United States 
over either short terms or long terms. 
In other words, let us begin to put for
eign aid on a busines.>like basis. Let us 
lend the money. Let the borrowers pay 
interest on it, and let us have the money 
repaid. I think if we do that, our bor
rowers will have more respect for us. 
This will tend to produce more good will 
and make more friends, than if we gave 
the money a way. 

Mr. LONG. Mr. President, will the 
Senator yield? 

Mr. CAPEHART. I yield. 
Mr. LONG. As the Senator knows, 

about $9 billion is on hand unexpended, 
at present. If I understand correctly, 
next year it is expected that $7 billion 
will be on hand and unexpended. 

Mr. CAPEHART. That is correct. 
Mr. LONG. Is it necessary to give all 

of it away now? Why not give some of 
it away later? 

Mr. CAPEHART. At least, $750 mil
lion can be earmarked for lending, and 
we can hope to get it back. I think the 
amount should be more than $750 mil
lion, but I am willing to compromise, at 
the moment, on $750 million. 

Mr. LONG. I recall that some time 
ago the Senator tried to make a very 
drastic reduction in the amount of the 
foreign giveaway program. He tried to 
reduce it by $3 billion. Looking at the 
proposal with hindsight, I regret now 
that I did not vote for the Senator's 
amendment. 

Mr. CAPEHART. Even in those days 
we tried to put it on a loan basis, even 
if it were necessary to lend it for a pe
riod of 50 years, at a small rate of inter
est. Someday we would have had it re
paid, and those to whom it was loaned 
would have appreciated it more. Peo
ple do not like to think they are on char
ity. They would like to do business in 
a businesslike way. They would like to 
borrow money and they would like to 
repay it. 

Mr. LENNON. Mr. President, I won
der if the Senator has figures as to how 
much money those charged with respon
sibility for the foreign aid and FOA had 
the right to spend during the past fiscal 
year? 

Mr. CAPEHART. I think it has been 
brought out by the able Senator from 
South Carolina [Mr. MAYBANK] that 
there is still approximately $10 billion 
unspent in the pipeline. They have 
committed much of it. Some of it they 
have not contracted for, but the Con
gress has appropriated approximately 
$10 billion, which they have not as yet 
spent. They may have contracted for 
the goods and may have commitments 
outstanding for at least a portion of it. 
I cannot tell how much. 

Mr. LENNON. Does the Senator 
know what the figures are for the un
obligated funds to be carried over? 

Mr. CAPEHART. I would be guessing. 
My best guess is about $3 billion. I 

would be glad to correct the RECORD to
morrow, when I get the facts. 

Mr. LENNON. Do the figures in the 
bill include new money as well as the 
unobligated money carried over? 

Mr. CAPEHART. Will the Senator 
state the question again? 

Mr. LENNON. Do the figures in the 
pending bill include the unobligated 
funds carried over as well as the new 
money; or only the new money? 

Mr. CAPEHART. I think the $3 bil
lion I am talking about, which may be 
entirely too high, has a large sum of old 
funds which has not been obligated. 

Mr. LONG. Mr. President, will the 
Senator yield? 

Mr. CAPEHART. I yield. 
Mr. LONG. I believe the figure is 

somewhere around $2,300,000,000. 
Mr. CAPEHART. Yes. 
Mr. LONG. Or perhaps a few hun

dred million dollars more than that. 
There is at least $2,300,000,000 that is 
not even obligated of the money left 
over. 

RECESS TO 10 O'CLOCK A. M. 
TOMORROW 

Mr. REYNOLDS. Mr. President, in 
accordance with the order previously 
entered, I move the Senate stand in 
recess until 10 o'clock tomorrow morn
ing. 

The motion was agreed to; and (at 7 
o'clock and 50 minutes p. m.) the Sen
ate took a recess, the recess being, under 
the order previously entered, until to
morrow, Thursday, July 29, 1954, at 
10 o'clock a. m. 

NOMINATIONS 
Executive nominations received by the 

Senate July 28 (legislative day of July 
2), 1954: 

DEPARTMENT OF THE AIR FORCE 

Lyle S. Garlock, of Minnesota, to be As
sistant Secretary of the Air Force vice H. 
Lee White, resigned. 

UNITED STATES ATTORNEY 

Louis B. Blissard, of Hawaii, to be United 
States attorney for the district of Hawaii 
vice Albert William Barlow, resigned. ' 

COMPTROLLER OF CuSTOMS 

Lorene W. Bowlus, of Maryland, to be 
comptroller of customs with headquarters in 
Baltimore, Md., to fill an existing vacancy. 

COLLECTOR OF CUSTOMS 

Frank Peska, of Illinois, to be collector of 
customs for customs collection district No. 
39, with headquarters at Chicago, Ill., to fill 
an existing vacancy. 

POSTMASTERS 

The following-named persons to be post
masters: 

ALABAMA 

Earney W. Shaw, Holly Pond, Ala., in place 
of Oscar Taylor, retired. 

ARKANSAS 

Irel C. Bellville, Little Rock, Ark., in place 
of E. M. Robinson, retired. 

CALIFORNIA 

Edward J. Victor, Corte Madera, Calif., in 
place of E. B. Baily, retired. 

Charles A. Messick, · La Quinta, Calif., 1n 
place of T. 0. Brooks, deceased. 

CONNECTICU'l' 

Gordon L. King, Madison, Conn., in place 
of C. A. Theis, retired. 

Goldia P. Dabbs, Northford, Conn., in place 
of w. J. Maley, retired. 

GEORGIA 

William C. Lovejoy, Jr., Decatur, Ga., in 
place of L. R. Billups, retired. 

Harry R. TUcker, Sr., Gainesville, Ga., 1n 
place of H. R. Hancock, retired. 

n.LINOIS 

Elmer W. Johnson, Cherry Valley, IU., 1n 
place of M. M. Hyland, resigned. 

Harold J. Fenwick, Malden, Ill., in place of 
L. C. I. Johnson, resigned. 

INDIANA 

Hiram J. Shepherd, Butlerville, Ind., 1n 
place of P. L. Hyden, resigned. 

Roy E. Nelson, Connersville, Ind., in place 
of W. H. Luking, retired. 

Don P. Guild, Medaryville, Ind., in place of 
Lowell Odom, deceased. 

IOWA 

Edwin H. Curtis, Chariton, Iowa, 1n place 
of D. C. Batten, deceased. 

LOUISIANA 

Benjamin J. Haygood, Jr., Belcher, La., in 
place of M. M. Gleason, retired. 

MAINE 

Donald T. Reilly, New Harbor, Maine, in 
place of M. R. Tyus, retired. 

MASSACHUSETTS 

Anna M. Shea, Barrowsville, Mass., in place 
of J. P. Bartley, deceased. 

Nils Sture Nelson, Norwood, Mass., in place 
of F. M. Adelmann, retired. 

Stacy P. Taylor, South Wellfleet, Mass., in 
place of E. A. Davis, retired. 

MICHIGAN 

Chester F. Lee, Armada, Mich., in place of 
E. W. Lyons, transferred. 

Ralph G. Hartsig, Van Dyke, Mich., in place 
of William Stahl, transferred. 

MINNESOTA 

Dale E. Matteson, Akeley, Minn., 1n place 
of J. I. Malerich, transferred. 

Walter J. Jacob, Anoka, Minn., in place of 
W. L. Ward, retired. 

Harold J. Mumme, Franklin, Minn., in 
place of G. M. Freeman, retired. 

Edward K. Tanner, Little Falls, Minn., 1n 
place of S. C. Beniek, resigned. 

Siegfried E. Schmidtke, Morristown, Minn., 
in place of P.M. Saemrow, deceased. 

Glenn B. Burbach, Rochester, Minn., in 
place of J. W. Feller, deceased. 

Bernard J. Rauen, Waconia, Minn., 1n place 
of E. C. Bahr, retired. 

MISSOURI 

Madge D. Graham, Rothville, Mo., in place 
of M. E. Vassar, resigned. 

MONTANA 

Norman E. Blythe, Havre, Mont., in place of 
C. L. Gorman, deceased. 

Joseph M. Tackes, Power, Mont., 1n place 
of R. N. Baggenstoss, resigned. 

NEBRASKA 

Charley L. Dickey m, Columbus, Nebr., in 
place of E. C. Kavanaugh, retired. 

NEW HAMPSHIRE 

Frank A. Fogg, Center Ossipee, N. H., in 
place of C. F. Bamford, deceased. 

NEW JERSEY 

Robert A. Cooper, Mount Arlington, N. J,. 
1n place of J. R. Johnson, retired. 

NEW MEXICO 

Lewis H. Moore, Farmington, N. Mex., 1n 
place of M. D. Woods, resigned. 
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NEW YORK 

Edward W. Gent, Wellsville, N. Y., in place 
of c. N. Marshall, retired. 

John A. Harrington, West Oneonta, N. Y.,in 
place of S. A. Gregory, resigned. 

NORTH CAROLINA 

Aretta S. Crumpton, Altamahaw, N. C., in 
place of 0. V. Underwood, retired. 

Powell W. Patrick, Lake Lure, N.C., in place 
of E. S. Holliman, resigned. 

NORTH DAKOTA 

Pearl E. Taylor, Alexander, N. Da.k., in place 
of B. K. Jenner, removed. 

Alice L. Margach, Grandin, N. Dak.,ln place 
· of G. W. Skinner, transferred. 

Donald M. Tofteland, Martin, N. Dak., in 
place of V. C. Magnuson, resigned. 

Martin E. Quam, Warwick, N. Dak., in place 
of K. P. Ferrell, transferred. 

omo 
Paul R. Boyd, Barnesville, Ohio, in place of 

Floyd Turner, deceased. 
Joseph S. Frantz, Cleveland, Ohio, in place 

J. F. Prosser, retired. 
Ellsworth C. Young, . Middlebranch, Ohio, 

in place of H. H. Lesh, retired. 
Oril 0. Miller, Mount Blanchard, Ohio, in 

place of H. J. Benjamin, retired. 
Sister Mary Annice Cushman, Mount Saint 

Joseph, Ohio, in place of Sister M. A. Hum
pert, resigned. 

Charles R. Leech, Newcomerstown, Ohio, in 
' place of K. H. Baxter, retired. . 

Frank R. Faires, Stockport, Ohio, in place 
of R. A. Durbin, transferred. 

OREGON 

Friedrick W. Knieling, Marion, Oreg., in 
place of C. A. Smith, retired. 

PENNSYLVANIA 

Charlotta F. Ferren, Allenport, Pa., in place 
of J. M. Jones, retired. 

Harold v. Eichelberger, Lewisberry, Pa., in 
place of H. E. Hake, resigned. 

SOUTH DAKOTA 

Irwin B. Linstad, Eagle Butte, S. Dak., in 
place of I. H. Pinnell, retired. 

Delvin Meyer, Mission, S. Dak., in place of 
Harry Dettman, retired. 

TENNESSEE 

Johnie E. Law, Westmoreland, Tenn., in 
place of E. B. Simmons, transferred. 

TEXAS 

Frank T. Coffman, Bagwell, Tex., in place 
of B. F. Brooks, removed. 

Douglas N. Pegues, Cleburne, Tex., in 
place of R. L. Doak, deceased. 

Martin E. Franklin, Fort Hancock, Tex., 
in place of E. E. Bush, retired. 

Kenneth Whelply, Nederland, Tex., in 
place of W. 0. Haizlip, resigned. 

Nathan 0. Jackson, Tolar, Tex., in place 
of .V. E. Newman, transferred. 

VIRGINIA 

George C. Burnap, Chatham Hill, Va., in 
place of P. J. DeBord, retired. 

WASHINGTON 

Gilbert E. Manuel, College Place, Wash., in 
place of E. H. Davis, retired. 

WYOMING 

Charles F. Hessenthaler, Byron, Wyo., in 
place of M. B. Cozzens, retired. 

CONFffiMATIONS 
Executive nominations confirmed by 

the Senate July 28 (legislative day of 
July 2). 1954: 

DEPARTMENT OF THE TREASURY 

w. Randolph Burgess, of New York, to be 
Under Secretary _of the Treasury for Mone
tary .A1ra.lrs. 

Laurence B. Robbins, of Tilinois, to be 
Assistant Secretary of the Treasury • . 

UNITED STATES TARIFF COMMISSION 

Glenn W. Sutton, of Georgia, to be a 
member of the United States Tariff Com
mission for the term expiring June 16, 1960. 

COMPTROLLERS OF CUSTOMS 

4lbert V. Becker, of Illinois, to be comp
troller of custoxns with headquarters at 
Chicago, Ill. · 

Raymond L. Rhodes, of New Jersey, to be 
comptroller of customs with headquarters at 
New York, N. Y. 

COLLECI'OR OF CUSTOMS 

Arthur Rogers. to be collector of customs 
for customs collection district No. 43, with 
headquarters at Memphis, Tenn. 

DEPARTMENT OF AGRICULTURE 

Earl L. Butz, of Indiana, to be Assistant 
Secretary of Agriculture. 

FOREIGN OPERATIONS ADMINISTRATION 

William F. Russell, of Connecticut, to be 
the Deputy Dil'ector for Technical Services, 
Foreign Operations Administration. 

DIPLOMATIC AND FOREIGN SERVICE 

Arthur A. Ageton, of Maryland, to be Am
bassador Extraordinary and Plenipotentiary 
of the United States of America to the Re
public of Paraguay. 

ROUTINE APPOINTMENTS 

The following-named Foreign Service offi
cers for promotion to grade indicated: 

Class 2 
Daniel V. Anderson, of Delaware. 
Peyton Kerr, of Virginia. 

Class 4 and consul 
Howard. L. Boorman, of the District of 

Columbia. 
Nathaniel Davis, of New Jersey. 
Ralph J. McGuire, of the District of Colum

bia. 
G. Alonzo Stanford, of Michigan. 
John Patrick Walsh, of Illinois. 

Class 5 
Lawrence H. Berlin, of Illinois. 

Consul general 
John N. Hamlin, of Oregon. 
William E. Cole, Jr., of New York. 
Murat W. Williams, of Virginia. 

Class 3, consul, and secretary 
D. Chadwick Braggiotti, of Connecticut, re

appointment as Foreign Serv-ice officer in the 
diplomatic service, in accordance with the 
provisions of section 520 (a.) of the Foreign 
Service Act of 1946. 

The following-named persons for appoint
ment as Foreign Service officers in the diplo
matic service: 

Class 3, consul, and secretary 
John M. Kennedy, of Virginia. 
Vernon L. Phelps, of Illinois. 

Class 4, consul, and secretary 
Charles T. Cross, of Virginia. 
Richard A. Godfrey, of Kentucky. 
Robert E. Read, of New York. 

Class 6, vice consul of career, and secretary 
Laurence E. Ainsworth, of California. 
James W. Mahoney, of Indiana. 
Robert T. Murphy, of Connecticut. 
Robert G. Shackleton, of Ohio. 
Francis R. Starrs, Jr., of California.. 

PosTMAsTERs 
CALIFORNIA 

Wilma M. Anderson, Baker. 
Leonard V. Livingston, Baldwin Park, 
Myles B. Ellis, Crescent City. 
Francis M. Schaffer, Encino. 
June C. Kennedy, Liberty Farms. 
George J. McMillin, Long Beach. 
Florence R. Coggins, Nipton. 

Clarence R. Lamb, Santa Paula. 
Dorothy Irma. Paxton, Tipton.. 
David Bordessa., Valley Ford. 

COLORADO 

Frances K. 'woodward, Kiowa. 
Marion E .. Benedict, Ura.va.n. 

CONNECTICUT 

Wesley F. Gomez, Cornwall Bridge. 
John ~. Titus, Stafford. 
Guy C .. Hosmer, Waterford. 

FLORmA 

Charles E. Yon, Blountstown. 
Thomas M. Love, Chipley. 
Frank J. Hill, Jr., San Antonio. 

mAHO 

Harold C. Hunter, Filer. 
'l. Wallace K. Whitehead, Lava Hot SprinJrs. 

Thomas W. Richardson, Worley. 
n.LINOIS 

John w. Duncan, Assumption. 
Denby R. Boring, Carlinville. 
William R. Logan, Carmi. 
LOuise M. Florian, Chicago Ridge. 
Leroy J. Mager, Frankfort. 
William K. Sheridan, Havana. 
Phillip Day, Jacksonville. 
Judson Paul Newcomer, Knoxville. 
Lester V. DuMontell, Momence. 
C. Fern Boston, Owaneco. 
Roy E. McMahan, Potomac. 

INDIANA 

Paul Winter, Bicknell. 
IOWA 

Virgil L. Ellis, Allerton. 
Robert N. Steinick, Madrid. 

KANSAS 

George K. Jackson, Emporia. 
MAINE 

· Russell M. Batson, West Jonesport. 
MARYLAND 

Catharine L. C. Hilferty, Baldwin. 
John w. McGreevy, Linthicum Heights. 

MASSACHUSETTS 

Renaldo A. Consoletti, Milford. 
Arthur P. Phillips, Monterey. 
Francis R. Sinervo, Palmer. 

MICHIGAN 

Albert E. Holmes, Bruce Crossing. 
H. Wayne Parker, Grand Rapids. 
George A. Duncan, Hillsdale. 
Harold C. Lowing, Jenison. 
Martin C. Kasischke, Tawas City. 
William Karsten, Zeeland. 

MINNESOTA 

Lester K. Strawsell, Callaway. 
Clarence E. Peterson, Goodridge. 
Orville J. Wilson, Hallock. 
Lloyd H. Lee, Hanley Falls. 
John A. Anderson, New York Mills. 
Lloyd E. Johnson, Palisade. 
Harry L. Sherman, Rush City. 
Donald C. Brown, Waseca. 

MISSOURI 

Glen E. Sell, Deepwater. 
Robert W. Fast, Liberal. 
Chester Arch Bay, Springfield. 

MONTANA 

Alma E. V. Youngberg, Clyde Park. 
Gordon L. Johnson, Dodson. 
Ruth Sieler, Plevna. 

. NEBRASKA 

Edwin Gorton, Crawford. 
Ronald A. Whitehead, Mason City. 
Wilbur B. Brown, Miller. 

NEVADA 

Ellis J. Folsom, Carson City. 
Myra B. Johnson, Mercury. 

. NEW JERSEY 

Preston Fisher, Cape May Court House. 
Florence M. Champion, Dorchester. 
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Benjamin Paul Heritage, Mulllca Hill. 
Anna L. Hagstrom, Wanaque. 

NEW MEXICO 

Horace G . Hubert, Carlsbad.. 
Evelyn R. Goodner, Jal. 
Sybil S. SChUttler, Oil Center. 

NEW YORK 

Glenn 0. Robinson, Adams. 
Nicholas J. Graziose, Albertson. 
Merlin W. Osterhout; Altamont. 
George H. Walter. Annandale-on-Hudson. 
Alexander R. Clark, Babylon. 
Harold L. Payne, Bainbridge. 
James R. Walker, Baldwinsville. 
Robert J. Crossen, Basom. 
Alonzo Winslow Valentine, Bayville. 
Ada J . Dunn, Big Moose. 
James W. Trimmtngham, Branchport. 
Carl S. Chiavetta, Brant. 
Carl H. Hamlin, Brushton. 
William E. Heady, Buchanan. 
Joseph R . Hawn, Buffalo. 
Valentine Bubb, Burnt Hills. 
Raymond R. Ebersole, Clarence Center. 
Milton J. Deuink, Clymer. 
Floyd W. English, Corning. 
Clarence A. Smith, Cornwallville. 
Ruth M. Bohner, Cross River. 
Charles A. Winslow, Deansboro. 
Gordon M. Pixley, Delevan. 
John A. DeFrees, Durhamville. 
Edith B. Wright, Elbridge. 
Lester H. Sweatt, Essex. 
Clyde E. Van Rensselaer, Forestville. 
Paul E. Lunt, Fort Ann. 
John J. Loughnane, Franklin Square. 
Mark S. Western, . Herkimer. 
Fred D. Adams, Highland Mills. 
James W. McArthur, Holland. 
Stanley C. Shaw, Ithaca. 
Signe H. Halleran, Jericho. 
Homer J. Smith, Lake George. 
Leslie G. Ross, Lake Placid Club. 
Sherman J. Day, Lowville. 
Ina E. Tymeson, Maine. 
Alton D. Wiggins, Mannsville. 
Elnora H. Oakley, Middlesex. 
Marton E. Dickens, Middleville. 
Scott E. Gage, Morris. 
Raymond F. Schermerhorn, New Baltimore. 
Ralph P. Sinsabaugh, New Hamburg. 
Anthony J. Rivers, New Rochelle. 
Anthony J. Keller, Niagara Falls. 
Neva B. Quick, Nichols. 
Ward C. Hazard, Norwich. 
Earl E. Casey, Ontario. 
Francis X. Hannigan, Ossining. 
Ralph U. Jeffords, Oxford. 
Geary H. Whitlock, Patchogue. 
Alvin R. Bunce, Pavilion. 
Walter E . Davis, Port Jefferson. 
Howard L. King, Potsdam. 
Henry A. Glasstetter, Poughkeepsie. 
Jennie I. Goodale, Quogue. 
Doris K. Bartow, Rexford. 
Charles Thomas Williams, Rome. 
FrankL. Miller, Roslyn Heights. 
Mildred S. Worcester, Rotterdam Junction. 
Doris J. Barclay, Salisbury Center. 
Thomas M. Powers, Scipio Center. 
Guy Robert Fisher, Sherman. 
Ronald J. Smith, Springville. 
Robert L. Hosmer, Star Lake. 
Urban C. Everling, Stony Brook. 
Alice C. Lenz, Strykersville. 
Harold Allen, Tannersville. 
Karl F. W. Mowttz, Tonawanda. 
Adrian Rumsey, Van Etten. 
Elizabeth B. Kenfield, Verona. 
Anthony J. Audt, West Albany. 
Mabel D. Weidner, West Shokan. 
Harold E. Wild, Westtown. 

NORTH CAROLINA 

Henry G. Williamson, Cerro Gordo. 
William B. Johnson, Salemburg. 
Lillian B. Spencer, South Mills. 

OHIO 

Eleanor H. Sanders, Beulah Beach. 
Marvin L. Ickes, Dunkirk. 
Albert D. Etter; Kingston. 
Garnette L . Vallandingham, Midland. 
Floyd L. Carey, New Vienna. 
Charles W. Swanger, Shelby. 
Herbert W. Baker, Jr., Wharton. 

OKLAHOMA 

Gene Y. Harley, Comanche. 
Charles B. Bolar, Gotebo. 
Harold S. Howard, McAlester. 

OREGON 

Theodore R. Willard, Empire. 
PENNSYLVANIA 

Espy G. Thomas, Boswell. 
Elizabeth V. Hixenbaugh, New Eagle. 
Harold D. Schildt, Reading. 
Fred K. Giesler, Waterford. 
Paul E. Trump, York Springs. 

SOUTH CAROLINA 

Ida B. Feagin, Bonneau. 
SOUTH DAKOTA 

Edward Keith Welch, Blunt. 
Melvin H. Koepsell, Canova. 
Joseph M. Jones, Fairview. 
Roland D. Schlaht, Gregory. 
Chester A. Hattervig, Viborg. 

TEXAS 

Glen D. Kelley, Aledo. 
Edgar M. J a ckson, Athens. 
Edna Caryl Naugle, Saginaw. 
Betty J. Beene, Terminal. 
Joe P. Bullion, Truscott. 
Jerrold D. Wilkinson, West. 

UTAH 

Nora R. Hatsis, Kenilworth. 
Elmer M. Williams, West Jordan. 

VERMONT 

Parker C. Risley, Perkinsville. 

WASHINGTON 

Vivienne I . Cochran, Almira. 
Howard J. Wohrle, Deer Park. 
Harry L. Thompson, Everson. 
Yolande F. Sherman, Farmington. 
Thomas H. Hudson, Manson. 
William W:ayne Maitland, Pateros. 
Walters. Herstrom, Port Townsend. 
Peter P. Perry, Raymond. 
Margaret Bright, Richmond Beach. 
Herbert A. Miller, Stevenson. 
Keith S. Marney, Waterville. 

WEST VmGINIA 

Elba F. Davidson, Branchland. 
Archie w. Dalrymple, Chester. 
Bernard R. Osborne, Griffithsville. 
Leona E. Miller, Lesage. 

WISCONSIN 

Herman C. Lawin, Cornucopia. 
Howard E. Beaulier, Goodman. 
Paul M. Saftig, Kenosha. 
Victor H. Braum, Pickerel. 
Ervin C. Schroeder, Saukville. 
Orville E. Wildes, Warrens. 
Karl E. Freitag, Waterloo. 

WYOMING 

Florence E. Hall, Moorcroft. 
Cleo V. Malone, Yoder. 

WITHDRAWALS 
Executive nominations withdrawn 

from the Senate July 28 (legislative day 
of July 2), 1954: 

WAR CLAIMS COMMISSION 

The following-named persons to be mem. 
bers of the War Claims Commission, which 
:were sent to the Senate on February 15, 1954: 

Raymond T. Armbruster, of New York. 
Whitney Gillilland, of Iowa. 
Mrs. Pearl Carter Pace, of Kentucky. 

HOUSE OF REPRESENTATIVES 
\VEDNESDAY, JULY 28, 1954 . 

The House met at 10 o'clock a.m. 
The Chaplain, Rev. Bernard Braskamp, 

D. D., offered the following prayer: 
God of all goodness, in the morning 

hour of this new day may we feel the 
divine urge to perform our tasks and 
responsibilities with a full measure of 
fidelity and devotion. 

Grant that in the terrific moral and 
spiritual struggles of our generation we 
may never manifest a spirit of sur· 
render or betrayal of lofty principles. 

Inspire us daily with that resolute 
and invincible spirit which knows how 
to meet great issues with faith and 
serenity. 

Hear us in the name of ow· blessed 
Lord. Amen. 

The Journal of the proceedings of 
yesterday was read and approved. 

MUTUAL SECURITY APPROPRIA
TION ACT, 1955 · 

The SPEAKER. The unfinished busi· 
ness before the House is the question on 
the passage of the bill <H. R. 10051) 
making appropriations for mutual se
curity for the fiscal year ending June 30, 
1955, and for other purposes. 

The question is on the passage of the 
bill. 

Mr. RAYBURN. Mr. Speaker, on that 
I ask for the yeas and nays. 

The yeas and nays were ordered. 
The question was taken; and there 

were-yeas 266, nays 128, not voting 38, 
as follows: 

Addonizio 
Albert 
Allen, Cali!. 
Allen, Dl. 
Andersen, 

H. Carl 
Arends 
Aspinall 
Auchincloss 
Ayres 
Baker 
Barrett 
Bates 
Becker 
Bender 
Boggs 
Boland 
Bolling 
Bolton, 

FrancesP. 
Bolton, 

OliverP. 
Bonin 
Bosch 
Bowler 
Boy kin 
Brooks, Tex. 
Brown, Ga. 
Brownson 
Broyhill 
Buchanan 
Burleson 
Bush 
Byrd 
Byrne,Pa. 
Campbell 
Canfield 
Cannon 
Carnahan 
Carrigg 
Celler 
Chelf 
Chenoweth 
Chiperfiel<l 

[Roll No. 120) 

YEAS-266 
Chudoff 
Cole, N.Y. 
Condon 
Cooley 
Cooper 
Corbett 
Coudert 
Cretella 
Crosser 
Cunningham 
Curtis, Mass. 
Dague 
Davis, Ga. 
Dawson, Dl. 
Dawson, Utah 
Deane 
Delaney 
Derounian 
Devereux 
D'Ewart 
Dingell 
Dodd 
Dollinger 
Donohue 
Donovan 
Dorn,N. Y. 
Doyle 
Durham 
Eberharter 
Edmondson 
Elliott 
Ellsworth 
Engle 
Evins 
Fallon 
Feighan 
Fenton 
Fernandez 
Fine 
Fino 
Fogarty 

·Forand 
Ford 
Forrester 

Fountain 
Frazier 
Frelinghuysen 
Friedel 
Fulton 
Garmatz 
Gary 
Gathings 
Golden 
Goodwin 
Gordon 
Graham 
Granahan 
Green 
Gregory 
Gubser 
Hagen, Cali!. 
Hale 
Halleck 
Harden 
Hardy 
Hart 
Hays, Ark. 
Hays, Ohio 
Heselton 
Hess 
Hill 
HUlings 
Holifield 
Holmes 
Holt 
Holtzman 
Hope 
Hosmer 
Howell 
Hunter 
Hyde 
Ikard 
Jackson 
James 
Jarman 
Javits 
Jenkins 
Johnson, Callt. · 
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Johnson, Wis. 
Jones, Ala. · · 
Jones, Mo. 
Judd 
Karsten, Mo. 
b.ean 
Kearney 
Keating 
Kee 
Kelley, Pa. 
Kelly,N. Y. 
Keogh 
Kersten, Wis. 
Kilday 
King, Call!. 
Kirwan 
Klein 
Kluczynskt 
Lane 
Lanham 
Lantaff 
Latham 
LeCompte 
Lesinski 
Lipscomb 
McCarthy 
McConnell 
McCormack 
McDonough 
Mac.k,Dl. 
Madden 
Magnuson 
Mahon 
Marshall 
Matthews 
Meader 
Merrlll 
Merrow 
Metcalf 
Miller, Call!. 
Miller, Kalis. 
Miller, Md. 
MUler,N. Y. 
Mollohan 
Morano 
Morgan 

Moss 
Multer 
Mumma 
Natcher 
Norblad 
Oakman 
O'Brien, Dl. 
O'Brien, N.Y. 
O'Hara, Dl. 
O'Nelll 
Osmers 
Ostertag 
Patman 
Patterson 
Pelly 
Perkins 
Pfost 
Philbin 
Pilcher 
Pillion 
Poage 
Poff 
Polk 
Preston 
Price 
Prouty 
Ra.baut 
Radwan 
Rains 
Ray 
Rayburn 
Reams 
Rhodes, Ariz. 
Rhodes,Pa. 
Richards 
Riehlman 
Riley 
Roberts 
Robsion, Ky. 
Rodino 
Rogers, Colo. 
Rogers, Fla. 
Rogers, Mass. 
Rooney 
Sadlak 
St. George 

NAY8-128 

Saylor 
Scott 
Scudder 
Seely-Brown 
Shelley 
Sheppard 
Sieminski 
Simpson, Pa. 
Small 
Smith, Miss. 
Spence 
Springer 
Staggers 
Stauffer 
Steed 
Sulllvan 
Taber 
Taylor 
Thompson, Tex. 
Thornberry 
Tollefson 
Trimble 
Vorys 
Vursell 
Wainwright
Walter 
Wampler 
Warburton 
Watts 
Westland 
Wharton 
Wickersham 
Widnall 
Wier 
Wigglesworth 
Williams, N.J. 
Williams, N.Y. 
Wilson, Call!. 
Wilson, Ind. 
Wolcott 
Wolverton 
Yates 
Yorty 
Younger 
Zablocki 

Abbitt -Dowdy Nicholson 
Abernethy Fisher Norrell 
Adair Gavin O'Hara, Minn. 
Alexander Gentry O 'Konski 
Andresen, George Passman 

August H. Grant Patten 
Andrews Gross Phillips 
Ashmore Gwinn Reece, Tenn. 
Bailey Hagen, Minn. Reed, Dl. 
Barden Haley Reed, N.Y. 
Battle Hand Rees, Kans. 
Beamer Harrison, Nebr. Rivers 
Belcher Harrison, Va. Robeson, Va. 
Bennett, Fla. Harvey Rogers, Tex. 
Bennett, Mich. Herlong Schenck 
Bentley Hiestand Scherer 
Berry Hlllelson Scrivner 
Betts Hoffman, Dl. Selden 
Bishop Hoffman, Mich. Shafer 
Bonner Horan Sheehan 
Bow Hruska Shuford 
Bramblett Jensen Sikes 
Bray Jonas, Til. Simpson, Dl. 
Brown, Ohio Jonas, N.C. Smith, Kans. 
Budge Jones, N.C. Smith, Va. 
Burdick Kearns Smith, Wis. 
Busbey King, Pa. Stringfellow 
Byrnes, Wis. Knox Talle 
Carlyle Krueger Thoma~ 
Cederberg Laird Thompson, 
Church Landrum Mich. 
Clardy Lovre Tuck 
Clevenger McCulloch Utt 
Cole, Mo. McGregor Van Pelt 
Colmer Mcintire VanZandt 
Coon McMUlan Velde 
Crumpacker McVey Whitten 
CUrtis, Mo. Mack, Wash. Wllliams, Miss. 
Davis, Wis. Martin, Iowa Wilson, Tex. 
Dempsey Mason Winstead 
Dies Mlller, Nebr. Withrow 
Doll1ver Mllls Young 
Dondero Moulder 
Dorn, S. C. Neal 

NOT VOTING-38 

Angell 
Bentsen 
Blatnik 
Brooks, La. 
Buckley 
Chatham 
Cotton 
Curtis, Nebr. 
Davis, Tenn. 
Gamble · 

Harris 
Harrison, Wyo. 
Hebert 
Hinshaw · 
Hoeven 
Kilburn 
Long 
Lucas 
Lyle 
Machrowtcz 

Mailliard 
Morrison 
Murray 
Nelson . 
O'Brien, Mich. 
Powell · 
Priest 
Regan 
Roosevelt 
Secrest 

Short . Thompson, La. Wheeler 
Sutton Vinson _Willis 
Teague Weichel 

So the bill was passed. 
The Clerk announced the following 

pairs: 
On this vote: 
Mr. Kilburn for, with Mr. Hoeven against. 
Mr. Vinson for, with Mr. Bentsen against. 
Mr. Roosevelt for, with Mr. Curtis of Ne-

braska against. 
Mr. Hebert for, with Mr. Welchel against. 
Mr. Buckley for, with Mr. Harrison of Wy-

oming against. 
Mr. Machrowicz for, with Mr. Lyle against. 

Until further notice: 
Mr. Angell with Mr. Morrison. 
Mr. Hinshaw with Mr. Willis. 
Mr. Mailliard with Mr. Thompson of 

Louisiana. 
Mr. Nelson with Mr. O'Brien of Michigan. 
Mr. Gamble with Mr. Powell. 
Mr. Cotton with Mr. Chatham. 

Mr. STAUFFER changed his vote 
from "nay" to "yea." 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on the 
table. 

INTERNAL REVENUE CODE OF 1954 
Mr. REED of New York. Mr. Speaker, 

I call up the conference report on the 
bill <H. R. 8300) to revise the internal 
revenue laws of the United States, and 
I ask unanimous consent that the state
ment of the managers on the part of the 
House be read in lieu of the report. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the req:uest of the gentleman from New 
York? 

Mr. EBERHARTER. Mr. Speaker, 
reserving the right to object, and it is 
not my purpose to object to dispensing 
with reading of the entire report, but, 
Mr. Speaker, I have in mind making a 
point of order against the conference 
report. As I understand it, the proper 
time to present that is before commence
ment of the reading of the statement. 
If that be so I must object at this time. 

The SPEAKER. This is the proper 
time for the gentleman to object if he is 
going to. 
. Mr. EBERHARTER. Mr. Speaker, I 
object to the reading of the statement in 
lieu of the conference report. 

The SPEAKER. What is the gentle
man's point of order? 

Mr. EBERHARTER. Mr. Speaker, a 
parliamentary inquiry. 

The SPEAKER. The gentleman will 
state it. 

Mr. EBERHARTER. Mr. Speaker, I 
think the proper order of business now 
1s the reading . of the conference report. 

The SPEAKER. The Clerk will read 
the conference report. 
· Mr . . HALLECK. Mr. Speaker, a par
liamentary inquiry. 

The SPEAKER. The gentleman will 
state it. 

Mr. HALLECK. Mr. Speaker, would 
it be possible for the gentleman's point 
of order to be in order, even though the 
reading of the entire report is dispensed 
with? · 

The SPEAKER. The Chair · may say 
that without objection the report can be 
considered read, and the gentleman then 
may make his point of order. Is there 
objection to that-procedure? 

There was no objection. 
The conference report and statement 

are as follows: 

CoNFERENCE REPORT (H. REPT. No. 2543) 
The committee of conference on the dis

agreeing votes of the two Houses on the 
amendments of the Senate to the bill (H. R. 
8300) to revise the internal revenue laws of 
the United States, having met after full and 
free conference, have agreed to recommend 
and do recommend to their respective Houses 
as follows: 

That the Senate recede from its amend
ments numbered 7, lOa, 12 (4), 41a, 41b~ 
57a, 67a, 74a, 110, 129a, 14la, 154, 155, 178, 
179, 180, 185a, 220a, 271b, 273a, 281a, 413a, 
485a, 486 (1), 486 (2), 486 (3), 494, and 551. 

That the House recede from its disagree
ment to the amendments of the Senate 
numbered 1 (1), 1 (2), 2 (1), 4, 5, 6, 8, 9, 
11, 12 (1), 12 (2), 12 (3), 12 (5), 13, 14, 15, 
16, 17 (2). 18, 19, 20, 21, 22, 23 (1). 23 (2). 
23 .(4), 24, 25, 26, 27, 28, 29, 31, 33, 34, 34a, 
35, 36, 37, 38, 39, 40, 41, 42, 44, 46, 47, 48, 
49, 51, 52, 53, 54, 55, 56, 58, 59, 60, 61, 6la,62, 
63, 64, 65, 66, 67, 67b, 68 (1). 68 •(4). 69, 70, 71, 
72, 73 (2), "74, 75, 76, 76a, 77, 78, 80, 81, 84, 85 
(1). 86, 87, 88, 89, 90, 91, 92,.. 93 (2). 94, 95, 
96 (1). 97, 98; 100, 102 (2). 102a, 103, 105, 
105a, 106, 10~ 108, 110, 111, 112, 113, 114, 115, 
116, 117, 118, 119, 120, 121, 122, 123, 124, 125, 
126, 127, 128, 129, 130, 131, 132, 133, 134, 135, 
136, 137, 138, 139, 140, 141, 142, 143, 144, 145, 
146, 147, 148, 149, 150, 151, 152, 153, 156 ( 1)' 
156 (2)' 157, 158, 159, 160, 161, 162, 163 ( 1). 
163 (3). 163 (4)' 164, 165 (1)' 166, 167, 168, 
169, 170, 171, 172, 173, 174, 175, 176, 181, 182, 
183, 184, 185, 186 (2). 187, 188, 189, 190, 191, 
192, 193, 194, 195, 196, 197, 198, 199, 200, 201, 
202, 203, 204, 205, 206, 207, 208, 209, 210, 211, 
212, 213, 214, 215, 216, 217, 218, 219, 220 ( 1)' 
220 (2). 220 (3). 220 (4). 221, 222, 223, 224, 
225, 226, 227 (2), 228, 229, 230, 231, 232, 
232a, 232b, 233, 234, 235, 236, 237, 238, 239, 
240, 241, 242,. 244, 245, 247, 248, 249, 250, 251, 
252, 253, 253a, .254, 255, 256, 257, 260, 261, 
262, 264, 265, 266, 267, 268, 269, 270, 271, 
272, 273, 274, 275, 276, 277, 278, 279, 280, 
281, 282, 283, 284, 285, 286, 287, 288, 289, 
290, 291, 292, 293, 294, 295, 296, 297, 298, 
299, 300, 301, SOla, 302, 303, 304, 305, 306, 
30~ 30& 309, 310, 311, 312, 313, 314, 315, 316, 
317, 318, 319, '320, 321, 322, 323, 324, 325, 326, 
327, 328, 329, 330, 331, 332, 333, 334, 335, 
336, 337, 338, 339, 340, 341, 342, 343, 344. 
345, 346, 347, 348, 349, 350: 351, 352, 353, 354, 
355, 356, 357, 358, 359, 360, 361, 362, 363, 
364, 365, 366, 367, 368, 369, 370, 371, 372, 
373, 374, 375, 376, 377, 378, 379, 379a, 380, 
381, 382, 383, 384, 385, 386, 387, 388, 389, 
390, 391, 392, 393, 394, 395, 396, 397, 398, 399, 
400, 401, 402, 403, 404, 405, 406, 406a, 407, 
408, 409, 410, 411, 412, 413, 414, 416, 417, 
418, 41g, 420, 421, 422, 423, 424, 425,_ 426, 
427, 428, 429, 430, 431, 432, 433, 434, 435, 
436, 437; 438, 439, 440, 441, 442, 443, 444, 
445, 446, 447, 448, 449, 450, 451, 452, 453, 
454, 455, 456, 457, 458, 459, 460, 461, 462, 
463, 464, 465, 466, 466a, 467, 468, 469, 470, 
471, 472, 473, 474, 475, 476, 477, 478, 479, 
480. 481, 482, 483, 484, 485, 486 ( 4). 487, 488. 
489, 490, 491, 492, 493, 495, 496, 497, 498, 
498a, 499, 500, 501, 502, 503, 504, 505, 506, 
507, 508, 509, 510, 511, 512, 513, 514, 515, 
516, 517, 518, 519, 520, 521, 522, 523, 524, 
525, 526, 527, 528, 529, 530, 531, 532, 533, 
534, 535, 536, •537, 538, 539, 540, 541, 542, 
543, 544, 545 (1), 545_ (3), 545 (4), 546, 547, 
548, 549, 550, and 553, and agree to the same. 

Amendment numbered 1 (3): That the 
House recede from its disagreement to the 
amendment of the Senate numbered 1 (3), 
and agree to the same with an amendment 
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as follows: In lieu of the matter proposed to 
be inserted by the Senate amendment insert 
the following: 
"'Subchapter R. Election of certain partner

ships and proprietorships as to taxable 
status.'' 
And the Senate agree to the same. 
Amendment numbered 1 (4): That the 

House recede from its disagreement to the 
amendment of the Senate numbered 1 (4). 
and agree to the same with an amendment as 
follows: Strike out the matter proposed to be 
stricken out by the Senate amendment and 
insert the following: "or return of surviving 
spouse"; and the Senate agree to the same. 

Amendment numbered 2 (2) : That the 
House recede from its disagreement to the 
amendment of the Senate numbered 2 (2). 
and agree to the same with an amendment 
as follows: 

on page 3 of the Senate engrossed amend
ments strike out line 1 and all that follows 
through line 11 on page 4, and insert the 
following: 

"(2) DEFINITION OF HEAD OF HOUSEHOLD.
For the purposes of this subtitle, an individ
ual shall be considered a head of a house
hold if, and only if, such individual is not 
married at the close of his taxable year, is not 
a surviving spouse (as defined in section 2 
(b)), and either-

"(A) maintains as his home a household 
which constitutes for such taxable year the 
principal place of abode, as a member of such 
household, of-

"(i) a son, stepson, daughter, or step
daughter of the taxpayer, or a descendant of 
a son or daughter of the taxpayer, but if such 
son, stepson, daughter, stepdaughter, or de
scendant is married at the close of the tax
payer's taxable year, only if the taxpayer is 
entitled to a deduction for the taxable year 
for such person under section 151, or 

"(ii) any other person who is a dependent 
of the taxpayer, if the taxpayer is entitled to 
a deduction for the taxable year for such 
person under section 151, or 

"(B) maintains a household which con
stitutes for such taxable year the principal 
place of abode of the father or mother of the 
taxpayer, if the taxpayer is entitled to a de
duction for the taxable year for such father 
or mother under section 151. 
For purposes of this paragraph and of sec
tion 2 (b) (1) (B), an individual shall be 
considered as maintaining a household only 
if over half of the cost of maintaining the 
household during the taxable year 1s fur
nished by such individual." 

On page 5 of the Senate engrossed amend
ments, strike out lines 3 through 6 and in
sert the following: 

"(4) LlMITATIONS.-Notwithstanding para
graph (2), for purposes of this subtitle a tax
payer shall not be considered to be a head 
of a household-

"(A) if at any time during the taxable 
year he is a nonresident alien; or 

"(B) by reason of an individual who would 
not be a dependent for the taxable year but 
for-

"(i) paragraph (9) of section 152. (a), 
"'(ii) paragraph (10) of section 152 (a), or 
"(iii) subsection (c) of section 152." 
And the Senate agree to the same. 
Amendment numbered 3: That the House 

recede from its disagreement to the amend
ment of the Senate numbered 3 and agree 
to the same with an amendment as follows: 
Strike out the matter proposed to be stricken 
out by the Senate amendment, and in lieu 
of the rna tter proposed to be inserted by the 
Senate amendment insert the following: 
••sEC. 2. Tax in case of joint return or return 

of surviving spouse. 
"(a) RATE or TAX.-In the case of a Joint 

return ot a husband and wife under section 
6013, the tax imposed by section 1 shall be 
twice the tax which would be imposed if the 

taxable income were cut in half. For pur
poses of this subsection and section 3, a re
turn of a surviving spouse (as defined in sub
section (b)) shall be treated as a joint re
turn of a husband and wife under section 
6013. -

.. (b) DEFINITION OF SURVIVING SPOUSE.
"(1) IN GENERAL.-For purpo~es of sub: 

section (a), the term 'survivmg spouse 
means a taxpayer-

.. (A) whose spouse died during either of 
his two taxable years immediately preced
ing the taxable year, and 

"(B) who maintains as his home a house
hold which constitutes for the taxable year 
the principal place of abode (as a member 
of such household) of a dependent (i) who 
(within the meaning of section 152) is a son, 
stepson, daughter, or stepdaughter of the 
taxpayer, and (ii) with respect t~ whom the 
taxpayer is entitled to a deductiOn for the 
taxable year under section 151. 

(2) LIMITATIONS.-Notwithstanding para
graph (1), for purposes of subsection (a) a 
taxpayer shall not be considered to be a sur
viving spouse-

"(A) if the taxpayer has remarried at any 
time before the close of the taxable year, or 

"(B) unless, for the taxpay~r·s taxa?le 
year during which his spouse d1ed, a jomt 
return could have been made under the pro
visions of section 6013 (without regard to 
subsection (a) (3) thereof) or under the 
corresponding provisions of the Internal 
Revenue Code of 1939.'' 

And the Senate agree to the same. 
Amendment numbered 10: That the House 

recede from its disagreement to the amend
ment of the Senate numbered 10 and agree 
to the same with the following amendments: 

Restore the matter proposed to be stricken 
out by the Senate amendment, omit the 
matter proposed to be inserted by the Senate 
amendment, and on page 9, in section 34, of 
the House bill, strike out subsection (a) and 
insert the following: 

"(a) GENERAL RULE.-Effective ':Vith re
spect to taxable years ending after July 31, 
1954, there shall be allowed to an individual, 
as a credit against the tax imposed by this 
subtitle for the taxable year, an amount 
equal to 4 percent of the dividends which 
are received after July 31, 1954, from domes
tic corporations and are included in gross 
income." 

On page 9, in section 34 (b) (2), of the 
House bill, strike out subparagraphs (B) and 
(C) and insert the following: 

"(B) 4 percent, in the case of a taxable 
year ending after December 31, 1954." 

On page 9, in section 34 (d), of the House 
bill, strike out paragraph ( 1). 

On page 9, in section 34 (d) (2), of the 
House bill, strike out " ( 2) " and insert the 
following: " ( 1) ". 

On page 9, in section 34 (d) (3), of the 
House bill, strike out "(3)" and insert the 
following: "(2) ". 

And the Senate agree to the same. 
Amendment numbered 17 (1): That the 

House recede from its disagreement to the 
amendment of the Senate numbered 17 (1), 
and agree to the same with an amendment 
as follows: Restore the matter proposed to 
be stricken out by the Senate amendment, 
strike out the matter proposed to be in
serted by the Senate amendment, and on 
page 13, in section 62 (5), of the House bill, 
after "following)", insert the following: 
", by section 212 (relating to expenses for 
prOduction of income),"; and the Senate 
agree to the same. 

Amendment numbered 23 (3): That the 
House recede from its disagreement to the 
amendment of the Senate numbered 23 (3), 
and agree to the same with an amendment 
as follows: On page 14 of the Senate en
grossed amendments, strike out lines 11 and 
12 and insert "amount certificate, as defined 
in section 2 (a) (15) of the Investment Com
pany Act of 1940 (15 U. S. C., sec. BOa-2), 

issued after December 31, 1954.''; and the 
Senate agree to the same. · 

Amendment numbered 30: That the House 
recede from its disagreement to the amend
ment of the Senate numbered 30, and agree 
to the same with an amendment as follows: 
Restore the matter proposed to be stricken 
out by the Senate amendment and after the 
matter so restored insert the matter pro
posed to be inserted by the Senate amend
ment; and the Senate agree to the same. 

Amendment numbered 32: That the House 
recede from its disagreement to the amend• 
ment of the Senate numbered 32, and agree 
to the same with an amendment as follows: 
In lieu of the matter proposed to be inserted 
by the Senate amendment insert the ~al
lowing: 

"SEc. 105. Amounts received under accident 
and health plans. 

" (a) AMOUNTS ATTRIBUTABLE TO EMPLOYER 
CoNTRIBUTIONs.-Except as otherwise pro
vided in this section, amounts received by 
an employee through accident or health in
surance for personal injuries or sickness shall 
be included in gross income to the extent 
such amounts ( 1) are attributable to con
tributions by the employer which were not 
includible in the gross income of the em
ployee, or (2) are paid by the employer. 

" (b) AMOUNTS EXPENDED FOR MEDICAL 
CARE.-Except in the case of amounts at
tributable to (and not in excess of) deduc
tions allowed under section 213 (relating to 
medical, etc., expenses) for any prior tax
able year, gross income does not include 
amounts referred to in subsection (a) if such 
amounts are paid, directly or indirectly, to 
the taxpayer to reimburse the taxpayer for 
expenses incurred by him for the medical 
care (as defined in section 213 (e) ) of the 
taxpayer, his spouse, and his dependents (as 
defined in section 152). 

"(c) PAYMENTS UNRELATED TO ABSENCE 
FROM WoRK.-Gross income does not include 
amounts referred to in subsection (a) to the 
extent such amounts-

"(!) constitute payment for the perma
nent loss or loss of use of a member or func
tion of the body, or the permanent disfigure
ment, of the taxpayer, his spouse, or a de
pendent (as defined in section 152), and 

"(2) are computed with reference to the 
nature of the injury without regard to the 
period the employee is absent from work. 

"(d) WAGE CONTINUATION PLANS.-Gross 
income does not include amounts referred to 
in subsection (a) if such amounts constitute 
wages or payments in lieu of wages for a 
period during which the employee is absent 
from work on account of personal injuries 
or sickness; but this subsection shall not 
apply to the extent that such amounts ex
ceed a weekly rate of $100. In the case of a 
period during which the employee is absent 
from work on account of sickness, the pre
ceding sentence shall not apply to amounts 
attributable to the first 7 calendar days in 
such period unless the employee is hospital
ized on account of sickness for at least one 
day during such period. If such amounts 
are not paid on the basis of a weekly pay 
period, the Secretary or his delegate shall by 
regulations prescribe the method of deter
mining the weekly rate at which such 
amounts are paid. 

" (e) ACCIDENT AND HEALTH PLANS.-For 
purposes of this section and section 104-

"(1) amounts received under an accident 
or health plan for employees, and 

"(2) amounts received from a sickness and 
disability fund for employees maintained 
under the law of a State, a Territory, or the 
District of Columbia, 
shall be treated as amounts received through 
accident or health insurance. 

"(f) RULES FOR APPLICATION OP SECTION 

213.-For purposes of section 213 (a) (relat
ing to medical, dental, etc., expenses) 
amounts excluded from gross income under 
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subsection (c) or (d) shall not be considered 
as compensation (by insurance or other-· 
wise) for expenses paid for medical care." 

And the Senate agree to the same. 
Amendment numbered 43 (1): That the 

House recede from its disagreement to the 
amendment of the Senate numbered 43 (1), 
and agree to the same with an amendment as 
follows: Restore the matter proposed to be 
stricken out by the Senate amendment and 
on page 37, in . section 163 (b) ( 1), of the 
House bill, strike out "as including" and 
insert "for purposes of this section as if they 
included"; and the Senate agree to the 
same. 

Amendment numbered 43 (2): That the 
House recede from its disagreement to the 
amendment of the Senate numbered 43 (2), 
and agree to the same with an amendment 
as follows: On page 27, line 14, of the Sen
ate engrossed amendments, strike out "(b)" 
and insert "(c)"; and the Senate agree liO 
the same. 

Amendment numbered 45: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 45, and 
agree to the same with an amendment as 
follows: In lieu of the matter proposed to be 
inserted by the Senate amend~ent insert 
the following: 

"(D) In the case of any sale of real prop
erty, if the taxpayer's taxable income for the 
taxable year during which the sale occurs is 
computed under an accrual method of ac
counting, and if no election under section 
461 (c) (relating to the accrual of real prop
erty taxes) applies, then, for purposes of 
subsection. (a), that portion Of such tax 
which-

"(i) is treated, under paragraph (1) of 
this subsection, as imposed on the taxpayer, 
and 

"(ii) may not, by reason of the taxpayer's 
method of accounting, be deducted by the 
taxpayer for any taxable year, 
shall be treated as having accrued on the 
date of the sale." 

And the Senate agree to the same. 
Amendment numbered 50: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 50, and 
agree to the same with an amendment as 
follows: On page 30, of the Senate engrossed 
amendments, strike out lines 14 through 17 
and insert the following: 

" ( 1) the construction, reconstruction, or 
erection of which is completed after De
cember 31, 1953, and then only to that por
tion of the basis which is properly attrib
utable to such construction, reconstruction, 
or erection after December 31, 1953, or 

''(2) acquired after Decembe:r 31, 1953, if 
the original use of such property commences 
with the taxpayer and commences after such 
date." 

·And the Senate agree to the same. 
Amendment numbered 55a: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 55a, 
and agree to the same with an amendment 
as follows: In lieu of the matter proposed 
to be inserted by the Senate amendment. in
sert the following: 
"Any contribution made by a corporation 
in a taxable year to which this section ap
plies in excess of the amount deductible in 
such year under the foregoing limitation 
shall be deductible in each of the two suc
ceeding taxable years in order of time, but 
only to the extent of the lesser of the two 
following amounts: (i) the excess of the 
maximum amount deductible for such suc
ceeding taxable year under the foregoing 
limitation over the contributions made in 
such year; and ( ii) in the case of the first 
succeeding taxable year the amount of such 
excess contribution: and in the case of the 
second succeeding taxable year the portion 

of such excess contribution not deductible 
1n the first succeeding taxable year." 

And the Senate agree to the same. 
Amendment numbered 57: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 57, and 
agree to the same with an amendment as 
follows: On page 32, lines 20 and 21, of the 
Senate engrossed amendments, strike out 
"corportation" and insert "corporation"; 
and the Senate agree to the same. 

Amendment numbered 68 (2): That the 
House recede from its disagreement to the 
amendment of the Senate numbered 68 (2), 
and agree to the same with an amendment 
as follows: Strike out the matter proposed 
to be stricken out by the Senate amendment, 
and in lieu of the matter proposed to be 
inserted by the Senate amendment insert 
the following: "household (as defined in 
section 1 (b) (2)) and not a surviving 
spouse (as defined in section 2 (b))". 

And the Senate agree to the same. 
Amendment numbered 68 (3): That the 

House recede from its ·disagreement to the 
amendment of the Senate numbered 68 (3), 
and agree to the same with an amendment 
as follows: On page 44, line 24, of the Sen
ate engrossed amendments, after "(2)) ", in
sert "or a surviving spouse (as defined in 
section 2 (b))"; and the Senate agree to the 
same. 

Amendment numbered 73 (1): That the 
House recede from its disagreement to the 
amendment of the-Senate numbered 73 (1), 
and agree to the same with an amendment, 
as follows: On page 49, in lines 4 and 5, of 
the Senate engrossed amendments, strike 
out "or iron ore"; and the Senate agree to 
the same. 

Amendment numbered 79: That the House 
recede from its disagreement to the amend
ment of the Senate numbered 79, and agree 
to the same with the following amendments: 

On page 51, line 13, of the Senate engrossed 
amendments, strike out "or iron ore". 

On page 51, line 14; of the Senate engrossed 
amendments, strike out "or iron ore". 

On page 51, line 16, of the Senate engrossed 
amendments, after "making", insert "and 
administering". 

On page 51, line 20, of the Senate engrossed 
amendments, strike out "or iron ore". 

And the Senate agree to the same. 
Amendment numbered 82: That the House 

recede from its disagreement to the amend
ment of the Senate numbered 82, and agree 
to the same with the following amendments 
to the Senate engrossed amendments: · 

On page 61, in line 7, strike out "distribu
tion." and insert "distribution, unless such 
stock so acquired from the distributee . is 
redeemed in the same transaction." 

On page 70, strike out lines 16 and 17, and 
insert: 

"(iii) terminates the entire stock interest 
of the shareholder in the corporation (and 
for purposes of this clause, section 318 (a) 
shall apply)." 

On page 71, in line 2, strike out "sale or". 
On page 71, in line 16, strike out "section," 

and insert "subchapter,". 
On page 72, in line 16, strike out "if" and 

insert "to the extent that". 
On page 75, in line 1, strike out "is the" 

and insert "is". 
On page 75, in line 22, strike out "June 

18," and insert "June 22,". 
On page 77, after line 12, strike out "June 

18," and insert "June 22,". 
On page 83, in line 13, strike out "June 

18," and insert "June 22,". 
On page 88, in line 19, strike out "June 

18," and insert "June 22,". 
On page 92, in line 16, strike out "trust." 

and insert "trust, unless such beneficiary's 
interest in the trust is a remote contingent 
interest. For purposes of the preceding sen
tence, a contingent interest of a beneficiary 
in a trust shall be considered remote tl, 
under the maximum. exercise of discretion 

by the trustee in favor of ·such beneficiary, 
the value of such interest, computed ac
tuarially, is 5 percent or less of the value of 
the ~rl.]st proper.ty." 

On page 94, after line 15, strike out "sec
tion 306 (b) (1) (A) (ii)" and insert "section 
306 (b) (1) (A)". 

On page 99, in line 11, strike out "June 
18," and insert "June 22,". 

On page 99, .in line 23, strike out "August 
15, 1950," and insert "January 1, 1954,". 

On page 102, beginning in lin~ 4, strike out 
"August 15, 1950," and insert "December 31, 
1953,". 

On page 102, in line 13, strike out "August 
15, 1950;" and insert "December 31, 1953; ". 

On page 103, in line 24, strike out "June 
18," and in.sert "June 22,". 

On page 104, in line 16, strike out "proper 
reduction" and insert "under regulations pre
scribed by the Secretary or his delegate, 
proper adjustment". 

On page 104, in line 19, strike out "liqui
dation." and insert "liquidation, for any 
money received, for any liabilities assumed 
or subject to which the property was received, 
and for other items." 

On page 106, in line 13, strike out "June 
18," and insert "June 22,". 

On page 107, in line 22, after "paragraph 
(1) ",insert "which is attributable to a trade 
or business of the corporation". 

On page 109, in line 1, strike out "(reduced 
by any reduction" and insert " (adjusted for 
any adjustment". 

On page 113, in line 24, after "corporation", 
insert " (and governmental obligations de
scribed in section 1221 (5)) ". 

On page 116, beginning in line 7, strike out 
"June 18," and insert "June 22,". 

On page 117, after line 6, insert: 
"For purposes of section 562 (b) (relating to 
the dividends paid deduction) and section 
6043 (relating to information returns), a par
tial liquidation includes a redemption of 
stock to which section 302 applies." 

On page 117, in line 14, strike out "ending 
on the date of" and insert "immediately be
fore". 

On page 119, in line 10, strike out "the 
other" and insert "such other". 

On page 121, in line 12, strike out "wheth
er" and insert "(whether". 

On page 122, in line 11, strike out "both," 
and insert "both (but the mere fact that 
subsequent to the distribution stock or secu
rities in one or more of such corporations 
are sold or exchanged by all or some of the 
distributees (other than pursuant to an ar
rangement negotiated or agreed upon prior 
to such distribution) shall not be construed 
to mean that the transaction was used prin
cipally as such a device) , ". 

On page 124, beginning in line 6, strike out 
"within 5 years of its distribution, in a 
transaction" and insert "by reason of any 
transaction which occurs within 5 years of 
the distribution of such stock and". 

On page 125, in line 14, strike out "and". 
On page 125, in line 18, strike out "part." 

and insert "part, and". 
On page 125, strike out lines 19 to 25, in

clusive, and insert: 
"(D) control of a corporation which (at the 

time of acquisition of control) was conduct
ing such trade or business-

"(i) was not acquired directly (or through 
one or more corporations) by another cor
poration within the period described in sub
paragraph (B), or 

"(ii) was so acquired by another corpora
tion within such period, but such control 
was so acquired only by reason of transac
tions in which gain or loss was not recog
nized in whole or in part, or only by reason 
of such transactions combined with acquisi
tions before the beginning of such period." 

On page 127, in line 13, strike out "and" 
and insert "but for the fact that". 

On page 136, in line 4, strike out "June 18," 
and insert "June 22,". 
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On page 137,. in line 5, strike out "June 18," . 
and insert "June 22,". 

On page 137, in line 11, strike out "June 
18," and insert "June 22,". 

On page 155, in lines 12 and 13, strike out 
••unless a change to a different method is 
approved by the Secretary or his delegate." 
and insert "unless different methods were 
used by several distributor or transferor cor
porations or by a distributor or transferor 
corporation and the acquiring corporation. 
If difierent methods were used, the acquir
ing corporation shall use the method or 
combination of methods of taking inventory 
adopted pursuant to regulations prescribed 
by the Secretary or his delegate.". 

On page 159, in line 2, strike out "(8)" and 
insert "(7) ". 

On page 160, after line 19, insert: 
•• ( 19) CHARITABLE CONTRIBUTIONS IN EXCESS 

OF PRIOR YEARS' LIMITATION.-contribUtions 
made in the taxable year ending on the 
date of distribution or transfer and the prior 
taxable year by the distributor or transferor 
corporation in excess of the amount deduct
ible under section 170 (b) (2) in such tax
able years shall be deductible by the acquir
ing corporation in its first two taxable years 
which begin after the date of distribution 
or transfer, subject to the limitations im
posed in section 170 (b) (2) ." 

On page 162, after line 25, insert: 
••(4) DEFINITION OF PURCHASE.-For pur

poses of this subsection, the term 'purchase' 
means the acquisition of stock, the basis of 
which is determined solely by reference to its 
cost to the holder thereof, in a transaction 
from a person or persons other than the per
son or persons the ownership of whose stock 
would be attributed to the holder by appli
cation of paragraph (3) .'' 

On page 164, after line 21, insert: 
•'(5) ATTRmUTION OF OWNERSHIP.-If the 

transferor corporation or the acquiring c·or
poration owns (immediately before the re
organization) any of the outstanding stock 
of the loss corporation, such transferor cor
poration or acquiring corporation shall, for 
pu:-poses of this subsection, be treated as 
owning (immediately after the reorganiza
ti;:m) a percen~age of the fair market value 
of the acquiring corporation's outstanding 
stock which bears t:p.e same ratio to the per
centage of the fair market value of the out
standing stock of the loss corporation (im
mediately before the reorganization) owned 
by such transferor corporation or acquiring 
corporation as the fair market value of the 
total outstanding stock of the loss corpora
ti~m (immediately before the reorganization) 
bears to the fair market value of the total 
outstanding stock of the acquiring corpora
tion (immediately after the reorganiza
tion)." 

"(6) STOCK 01' CORPORATION CONTROLLING 
ACQUIRING CORPORATION.-If the stockholders 
of the loss corporation (immediately before 
the reorganization) own, as a result of the 
reorganization, stock in a corporation con
trclling the acquiring corporation, such 
stock of the controlling corporation shall, 
for purposes of this subsection, be treated 
as stock of the acquiring corporation in an 
amount. valued at an equivalent fair market 
value." 

On page 165, in line 3, strike out "June 
18," and insert "June 22,". 

On page 165, in line 5, strike out "June 
18," and insert "June 22,". 

On page 165, in line 10, strike out "o!une 
18,'' and insert "June 22,". 

On page 165, in line 12, strike out "June 
18," and insert "June 22:•. 

On page 166, after line 21, insert: 
"(3) PLANS OF LIQUIDATION ADOPTED AFTER 

DECEMBER 31, 1953, AND BEFORE JUNE 22, 

1954.-If the plan of complete liquidation 
was adopteti after December 31, 1953, and be
fore June 22, 1954, then, at the election of the 
corporation (made at such time and in such 

manner as. the Secretary or h1.s delegate may . 
by regulations prescribe)-

"(A) the 12-month period beginning on 
the date of the adoption of such plan shall 
be (i) the period for distribution (in lieu 
of the requirement in paragraph (1) (A) 
of this subsection that the assets be dis
tributed before January 1, 1955), and (11) 
the period during which, by reason of para
graph ( 1) of this subsection, gain or loss to 
the corporation is not recognized (in lieu of 
nonrecognition of gain or loss during the 
calendar year 1954); and 

"(B) notwithstanding paragraph (2) (A) 
of this subsection, any determination re
quired by section 337 (b) to be made by 
reference to the date of the adoption of the 
plan of liquidation shall be made by refer
ence to such date (and not by reference to 
January 1, 1954) ." 

On page 169, in line 7, strike out "June 18," 
and insert "June 22,". 

And the Senate agree to the same. 
Amendment numbered 83: That the House 

recede from its disagreement to the amend
ment of the Senate numbered 83, and agree 
to the same with the following amendments: 

On page 170 of the Senate engrossed 
amendments, at the end of the table of 
sections to part I, strike out "annuity plan" 
and insert "annuity plan and compensation 
under a deferred-payment plan". 

On page 178, beginning i.n line 18, of the 
Senate engrossed amendments, strike out . 
"in a year prior to the caleD;,dar year in which 
any such distributions are made," and in
sert "before the date of enactment of this 
title,". 

And the Senate agree to the same. 
Amendment numbered 85 (2) : That the 

House recede from its disagreement to the 
a~endment of the Senate numbered 85 (2), 
and agree to the same with an amendment 
as follows: Strike out the matter proposed 
to be stricken out by the Senate amendment, 
and in lieu of the rna tter proposed to 
be inserted by the Senate amendment insert 
the following: 

" ( ii) in case the purchase price of the 
stock under the option is fixed or deter
minable under a formula in which the only 
variable is the value of the stock at any time 
during a period of 6 months which includes 
the time the option is exercised, the option 
price (computed as if the option had been 
exercised when granted) is at least 85 per
cent of the value of the stock at the time 
such option is granted; and". 

And the Senate agree to the same. 
Amendment numbered 93 ( 1) : That the 

House recede from its disagreement to the 
amendment of the Senate numbered 93 (1), 
and agree to the same with an amendment 
as follows: On page 199, line 2, of the Senate 
engrossed amendments, strike out "1953," 
and insert "1953 (whether or not such tax
able year ends after the date of enactment 
of this title),"; and the Senate agree to the 
same. 

Amendment numbered 96 (2) : That the 
House recede from its disagreement to the 
amendment of the Senate numbered 96 (2), 
and agree to the same with an amendment 
as follows: On page 200, line 20, of the Sen
ate engrossed amendments, strike out 
"made-" and insert "made.-"; and the 
Senate agree to the same. 

Amendment numbered 99: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 99, and 
agree to the same with an amendment as 
follows: On page 202, line 10, of the Senate 
engrossed amendments strike out "subtitle" 
and insert "sect ion"; and the Senate agree 
to the same. 

Amendment numbered 101: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 101, 
and agree to the same with an amendment 
as follows: Strike out the matter proposed 

to be stricken out by the Senate amendment 
and Otllit the matter proposed to be inserted 
by the Senate amendment; and the Senate 
agree to the same. 

Amendment numbered 102 (1): That the 
House recede from its disagreement to the 
amendment of the Semite numbered 102 (1), 
and agree to the same with an amendment 
as follows: On page 205, in line 12, of the 
Senate engrossed amendments, strike out 
"504, or 505" and insert the follow.ing: "or 
504"; and the Senate agree to the same. 

Amendment numbered 104: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 104, and 
agree to the same with an amendment as 
follows: Restore the matter proposed to be 
stricken out by the Senate amendment, omit 
the matter proposed to be inserted by the 
Senate amendment, and on page 121, in sec
tion 501 (f), of the House bill, strike out 
"(f)" and insert the following: "(e)"; and 
the Senate agree to the same. 

Amendment numbered 109: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 109, 
and agree to the same with an amendment 
as follows: On page 207, line 16, of the Sen
ate engrossed amendments, strike out "trust 
a" and insert "a trust"; and the Senate agree 
to the same. 

Amendment numbered 133a: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 133a, 
and agree to the same with an amendment 
as follows: 

On page 223, Of the Senate engrossed 
amendments, strike out line 14 and all that 
follows through line 25 and insert: 

"(2) a corporation organized .and doing 
bUsiness under the bariklng and credit laws 
of a foreign country i.f it is established (an
nually or at other periodic intervals) to the 
satisfaction of the Secretary or his delegate 
that such corporation is not formed or 
availed of for the purpose of evading or 
avoiding United States income taxes which 
would otherwise be imposed upon its share
holders. If the Secretary or his delegate is 
satisfied that such corporation is not so 
formed or availed of, he shall issue to such 
corporation annually or at other periodic 
intervals a certification that the corporation 
is not a foreign personal holding company. 
Each United States shareholder of a foreign 
corporation which would, except for the 
provisions of paragraph (2), be a foreign 
personal holding company, shall attach to 
and file with his income tax return for the 
taxable year a copy of the certification by 
the Secretary or his delegate made pursuant 
to paragraph (2). Such copy shall be filed 
with the taxpayer's return for the taxable 
year if he has been a shareholder of such 
corporation for any part of such year." 

And the Senate agree to the same. 
Amendment numbered 156 (3): That the 

House recede from its disagreement to the 
amendment of the Senate numbered 156 (3), 
and agree to the same with the following 
amendments: 

On page 234, line 21, of the Senate en
grossed amendments strike out "oR IRoN 
ORE". 

On page 234, beginning in line 23, of the 
Senate engrossed amendments, strike out 
"or iron ore (if from deposits in the United 
States),". 

On page 235 of the Senate engrossed 
amendments, in lines 2, 3, 7, 9, 11, and 12, 
13, 14, and 15 strike out "or iron ore". 

And the Senate agree to the same. 
Amendment numbered 156a: That the 

House recede from. its disagreement to the 
amendment of the Senate numbered 156a, 
and agree to the same with an amendment 
as follows: Restore the matter proposed to 
be stricken out by the Senate amendment, 
omit the matter proposed to be inserted by 
the Senate amendment, and on page 161 o! 
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the House bill, at the end of section 642 (a) 
(3) , insert the following: "For purposes of 
determining the time of receipt of dividends 
under section 34 and section 116, the amount 
of dividends properly allocable to a benefi
ciary under section 652 or 662 shall be deemed 
to have been received by the beneficiary 
ratably on the same dates that the dividends 
were received by the estate or trust." 

And the Senate agree to the same. 
Amendment numbered 163 (2): That the 

House recede from its disagreement to the 
amendment of the senate numbered 163 (2), 
and agree to the same with an amendment 
as follows: On page 242, line 3, of the Senate 
engrossed amendments strike out "10" and 
insert "9;" and the Senate agree to the same. 

4ffiendment numbered 165 (2): That the 
House recede from _its disagreement to the 
amendment of the Senate numbered 165 (2), 
and agree to the same with an amendment 
as follows: On page 243, line 19, of the Senate 
engrossed amendments, strike out "deter
mined." and insert "determined, except that 
proper adjustment of such ratio shall be 
made, in accordance with regulations pre
scribed by the Secretary or his delegate, for 
amounts which fall within paragraphs (1) 
through (4) of section 665 (b)." 

And the Sanate agree to the same. 
Amendment numbered 177: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 177, 
and agree to the same with the following 
amendments to the Senate engrossed amend
ments: 

On page 253, lines 1 and 2, strike out "a 
deduction is allowable" and insert the fol
lowing: "there is provided a credit under 
section 34, an exclusion under section 116, 
or a deduction". · 

On page 261, strike out lines 23 and 24 and 
Insert "taxable year." 

On .page 262, strike out lines 3 and 1, and 
Insert the following: ", under regulations 
prescribed by the Secretary or his delegate, 
for the period ending with such sale, ex-
change, or liquidation." . 

On page 264, strike out line 24, and on page 
265, line 1, strike out "section (c)," and 
insert: 

" ( 1) GENERAL RULE.-For purposes of sub
aection (a),". 

On page 265, line 7, strike out "other dis
position" and insert "exchange". 

On page 265, strike out lines 9 and 10, and 
insert: 

"(2) SPECIAL RULES.-"' 

On page 265, line 14, strike out "paragraph 
(1) (B)," and insert "this section,". 

On page 265, beginning in line 24, and in 
Une 1 on page , 266, strike out "the purpose 
of paragraph (1) (B)," and insert "purposes 
of this section,". · 

On page 266, strike out lines 3 through 6. 
On page 270, strike out lines 4 through 

21 and insert: 
"(d) SPECIAL PARTNERSHIP BASIS TO TRANS• 

FEREE.-For purposes of subsections (a), (b), 
and (c) , a partner who acquired all or a part 
of his interest by a transfer with respect to 
which the election provided in section 754 
is not in effect, and to whom a distribution 
of property (other than money) is made 
with respect to the transferred interest with
in 2 years after such transfer, may elect, 
under regulations prescribed by the Secre
tary or his delegate, to treat as the adjusted 
partnership basis of such property the ad
Justed basis such property would have if the 
adjustment provided in section 743 (b) were 
in effect with respect to the partnership 
property. The Secretary or his delegate may 
by regulations require the application of 
this subsection in the case of a distribution 
to a transferee partner, whether or not made 
within 2 years after the transfer, if at the 
time of the transfer the fair market value of 
the partnership property (other than money) 

exceeded 110 percent of its adjusted basis 
to the partnership." 

On page 276, strike out lines 14 through 23 
and insert: 

" ( 1) increase the adjusted basis of the 
partnership property by the excess of the 
basis to the transferee partner of his interest 
in the partnership over his proportionate 
share of the adjusted basis of the partner
ship property, or 

"(2) decrease the adjusted basis of the 
partnership property by the excess of the 
transferee partner's proportionate share of 
the adjusted basis of the partnership prop
erty over the basis of his interest in the 
partnership." 

<;>n page 277, strike out "only" in line 2 
and all that follows through "time." in line 
8 and insert "only. A.partner's proportion
ate share of the adjusted basis of partnership 
property shall be determined in accordance 
with his interest in partnership capital and, 
in the case of an agreement described in sec
tion 704 (c) (2} (relating to effect of part
nership agreement on contributed property}, 
such share shall be determined by taking 
such agreement into account." 

On page 278, strike out lines 10 through 22 
and insert: 

" ( 1} GENERAL RULE.-To the extent a part• 
ner receives in a distribution-

"(A) partnership property described in 
subsection (a} (1) or (2} in exchange for 
all or a· part of his interest in other partner
ship property including money, or 

"(B) partnership property (including 
money) other than property described in 
subsection (a) (1) or (2) in exchange for 
all or a part of his interest in partnership 
property described in subsection (a} (1) 
or (2), 
such transaction shall, under regulations 
prescribed by the Secretary or his delegate, 
be considered as a sale or exchange of such 
property between the distributee and the 
partnership (as constituted after the dis
tribution)." 

On page 284, beginning 1n line 16, strike 
out "agreed to by all the partners, or" and 
insert "made prior to, or at, the time pre
scribed by law for the filing of the partner
ship return for the taxable year (not includ
ing extensions) which are agreed to by all 
the partners, or which are". 

On page 284, in line 22, strike out "distri
bution" and insert "distribution, or a series 
of distributions,". 

On page 285, strike out lines 8 through 10, 
and insert: 

"(B) any part of a partner's taxable year 
falling within such partnership taxable 
year." 

On page 285, strike out lines 18 and 19, 
and insert: 

"(B} any part of a partner's taxable year 
falling within such partnership taxable 
year." 

On page 286, after line 7, insert the fol
lowing: 
"For the purpose of applying this paragraph, 
section 708 (relating to the continuation of 
a partnership} shall be effective for taxable 
years beginning after April 1, 1954." 

On page 286, after line 22, insert: 
"(4} PARTNER RECEIVING INCOME IN RESPECT 

OF DECEDENT.-Section 753 (relating to in
come in respect of a decedent) shall apply 
only in the case of payments made with re
spect to decedents dying after December 31, 
1954. 

"(c) OPTIONAL TREATMENT OF CERTAIN DIS• 
TRmUTioNs.-In the case of a partnership 
taxable year beginning after December 31, 
1953, and before January 1, 1955, a partner
ship may elect, under regulations prescribed 
by the Secretary or his delegate, with respect 
to distributions made during such year to 
any partner, other than in liquidation of 
the partner's interest, to apply the rules 1n 
sections 731, 732 (a). (c), and (.e)co 733,. 735, ..-

and 751 (b), (c), and (d) (and, to the el[
tent applicable, the rules provided in sections 
705, 752, and 761 (d)). If a partnership so 
elects, such rules shall be effective for the 
partnership and all members of. such part
nership with respect to such distributions." 

And the Senate agree to the same. 
Amendment numbered 186 (1}: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 186 (1}, 
and agree to the same with an amendment 
as follows: On page 290, line 3, of the Senate 
engrossed amendments strike out "the ex
clusion under section 116 and" and insert 
the following: "the credit under section 34, 
the exclusion under section 116, and"; and 
the Senate agree to the same. 

Amendment numbered 220 (5): That the 
House recede from its disagreement to the 
amendment of the Senate numbered 220 
(5}, and agree to the same with the follow
ing amendments: 

On page 299, line 24, of the Senate en
grossed amendments, strike out "or iron 
ore". 

On page 300, line 2, of the Senate en
grossed amendments, strike out "subsec
tion;" and insert "subsection." 

And the Senate agree to the same. 
Amendment numbered 22'7 (1}: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 227 (1}, 
and agree to the same with an amendment 
as follows: On page 302, line 7, of the Senate 
engrossed amendments after "destroyed by" 
insert "or on account of"; and the Senate 
agree to the same. 

Amendment numbered 243: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 243, and 
agree to the same with an amendment as 
follows: Strike out the matter proposed to 
be stricken out by the Senate amendment, 
and in lieu of the matter proposed to be 
inserted by the Senate amendment insert 
the following: . 

" ( 2} TIMBER oR coAL.-Such term includes 
timber and coal with respect to which sec
tion 631 applies." 

And the Senate agree to the same. 
Amendment numbered 246: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 246, and 
agree to the same with an amendment as fol
lows: On page 311, line 11, of the Senate 
engrossed amendments strike out "evidenced· 
by" and insert "to"; and the Senate agree 
to the same. -

Amendment numbered 248a: That the 
House recede from its disagreement to the 
amendment of the Senate numbered 248a, 
and agree to the same with the following 
amendments: 

On page 313, in line 22, of the Senate en
grossed amendments after " (a) ", insert "if 
the lot or parcel is held by the taxpayer 
for a period of 10 years and". 

On page 314 of the Senate engrossed 
amendments, strike out lines 9 through 12 
and insert: 

"(C) the taxpayer elects, in accordance 
with regulations prescribed by the Secretary 
or his delegate, to make no adjustment to 
basis of the lot or parcel, or of any other 
property owned by the taxpayer, on account 
of the expenditures for such improvements. 
Such election shall not make any item de
ductible which would not otherwise be de
ductible." 

And the Senate agree to the same. 
Amendment numbered 258: That the 

House recede from its disagreement to the 
amendment of the Senate numbered 258, and 
agree to the same with an amendment as fol
lows: On page 317, in line 6, of the Senate 
engrossed amendments, after "section 1503. 
(e)", insert Hwithout regard to paragraph 
(2) thereo!"; and the Senate agree to the 
same. 
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Amendment numbered ·· 259: That the (determined without ·regard to the 2 percent secution therefor is not barred by provisions 
House recede from its disagreement to the increase provided by section 1503 (a)) based , of law in effect befOJ;e such date." 
amendment of the · Senate numbered 259, : on their contiibutions to the .consolidated And the Senate agree to the same. 
and agree to the same with the following ' taxable income. DANIEL A. REED, 
amendments: '"(4) The tax llabillty of the group shall THoMAS A. JENKINS, 

On page 317 of the Senate engrossed be allocated in accord with any other method - RICHARD M. SIMPSON, 
amendments, strike out all that follows line selected by the group with the approval of Managers on the Part of the House. 
10, down to and including the heading to the Secretary or his delegate. E. D. MILLIKIN, 
part n on p age 321, and insert: ·"(b) FAILURE To ELECT.-!! no election is EDWARD MARTIN, 
"Subchapter R-Election of certain partner

shi ps and. proprietorships as to taxable 
status" 

made in such first return, the tax liability WALTER F. GEORGE, 
shall be allocated among the several mem- HARRY F. BYRD, 
bers of the group pursuant to the method Managers on the Part oj the Senate. 

On page 322 
amendments, at 
"and" . 

prescribed in subsection (a) (1) ." 
of the Senate engrossed ·And the Senate agree to the same. 
the end of line l5, insert Amendment numbered 271a: That the STATEMENT 

On page 322 of the Senate engrossed 
amendments, strike out line 16 through 20. 

On p a ge 322, line 21, of the Senate en- · 
grossed amendments, strike out "(5)" and 
insert " ( 4) ". 

On page 324, line 12, of the Senate en- . 
grossed amendments, strike out "subsections 
(b) (4) and" insert "subsection". 

On page 327 of the Senate engrossed 
amendments, strike out lines 18 through 21. 

And the Senate agree to the same. 
Amendment numbered 263: That the 

House recede from its disagreement to th,e 
amendment of the Senate numbered 263, 
and agree to the same with the following . 
amendments: 

On page 335, in lines 23 and 24, of the 
Senate engrossed amendments, strike out 
"95" and insert the following: "80". 

On page 336, in lines 5 and 6, of the Senate 
engrossed amendments: strike out "95" and 
insert the following: "80". 

On page 337 of the Senate engrossed -
amendments, strike out lines 5 and 6, and 
1n line 7 strike out "(8)" and insert "(7) ". 

On page 338 of the Senate engrossed 
amendments, immediately before line 6, 
insert: 

••sEc. 1552. Earnings and. profits." 
On page 339 of the Senate engrossed · 

amendments, after line 17, insert: 
••sEc. 1552. Earnings and profits. 

"(a) GENERAL RULE.-Pursuant to regula
tions prescribed by the Secretary or his dele
gate the earnings and profits of each mem-. 
ber of an affiliated group required to be in
cluded in a consolidated return for such 
group filed for a taxable year beginning after. 
December 31, 1953, and ending after the date 
of enactment of this title, shall be deter
mined by allocating the tax liability of the 
group for such year among the members of
the group in accord with whichever of the 
following methods the group shall elect in its 
first consolidated return filed !or such a tax
able year: 

" ( 1) The tax liability shall be apportioned 
among the members of the group in accord
ance with the ratio which that portion of the 
consolidated taxable income attributable to 
each member of the group having taxable in-.. 
come bears to the consolidated taxable in
come. 

" ( 2) The tax liability of the group shall 
be allocated to the sev-eral members of the 
group on the basis of the percentage of the 
total tax which the tax of such member U: 
computed on a separate .return would bear 
to the total amount of the taxes for all 
members of the group so computed. 

"(3) The tax liability of the group (exclud
ing the tax increases arising from the con
solidation) shall be allocated on the basilj 
of the contribution of each member of the 
group to the consolidated taxable income· of 
the group. Any tax increases arising !rom 
the consolidation shall be distributed to the 
several members In direct proportion to the 
reduction in tax llability resUlting to . such 
members from the filing of the consolidated 
return as measured by the pifference be
tween their tax 11abi11ties determined ·on a 
separate return basis and their •tax liabilitie8 

Hpuse receqe from its disagreement to the _ 
amendment of the Senate numbered 271a, 
and agree to the same with an amendment 
as follows: On page 344, line 1, of the Senate 
engrossed amendments after "termination" 
insert the following: "before the date pre
scribed for the filing of the estate tax re
turn"; and the S enate agree to the same. 

· Amendment numbered 415 (1): That the 
House recede from its disagreement to the -
amendment of the Senate numbered 415 (1), 
and agree to the same with an amendment · 
as follows: On page 375, line 12, of the Senate 
engrossed amendments, after "(2)) ", · insert · 
"or a surviving spouse (as defined in section 
2 (b))"; and the Senate agree to the same. 

Amendment numbered 415 (2) : That tlie 
House recede from its disagreement to the 
amendment of the Senate numbered 415 (2), 
and agree to the same with an amendment 
as follows: On page 375, line 15, of the Senate 
engrossed amendments, after " ( 2) ) ", insert 
"or a surviving spouse (as defined in section 
2 (b))"; and the Senate agree to the same. 

Amendment numbered 545 (2): That the 
House rece(ie from its disagreement to the 
amendment of the Senate numbered 545 (2), 
and agree to the same with an amendment 
as follows: On page 410 of the Senate en
grossed amendments, strike out lines 6 
through 10 and insert: 
. "(D) Effective with. respect to taxable years 

ending after March 31, 1954, and subjec.t to . 
tax under chapter 1 of the Internal Revenue 
Code of 1939--
. "(i) Sections 13 (b) (3), 26 (b) (2) (C), 26 
(h) (1) (C) (including the comma and the 
word· 'and' immediately preceding such sec
tion), 26 (i) . (3), 108 (k), 207 (a) (1) (C), 
207 (a) (3) (C), and the last sentence of . 
section 362 (b) (3) of such Code are hereby 
repealed; and 

"(ii) Sections 13 (b) (2), 26 (b) (2) (B),. 
26 (h) (1) (B), 26 (i) (2), 207 (a) (1) (B) ,' 
207 (a) (3) (B), 421 (a) (1) (B) , and the. 
s'econd sentence of section 362 (b) (3) of 
such Code are hereby amended by striking 
out 'and before April 1, 1954' (and any ac
companying punctuation) wherever appear
ing therein." 

And the Senate agree to the same. 
. Amendment numbered 552: That the· 
House recede from its disagreement to the
amendment of the Senate numbered 552,. 
and agree to the same with an amendment 
as follows: In lieu of the matter proposed to 
be inserted by the Senate amendment insert 
the following: · 

"MISCELLANEOUS TITLE 
"SEc. 201. (a) Section 3748 (a) of the In.; 

ternal Revenue Code of 1939 (relating to 
periods of limitations applicable to criminal 
prosecutions) is amended by inserting after 
"within three years next after the commis
sion of the offense," the following: "except 
that the period of limitation shall be five 
years for offenses enumerated in section 
4047 (e) (relating to unlawful acts of reve.; 
nue ofllcers or agents) and". 

''(b) 'rhe amendment made by this sec
tion shall be effective with respect to of
fenses committed on or 'before the date Of 
·enactment of this Act, if on such date pro-

The managers on the part of the House at 
the conference on the disagreeing votes of 
the two Houses on. the amendments of the 
Senate to the bill (H. R. 8300) to revise the 
internal revenue laws of the United States, 
submit the following statement in explana
tion of the effect of the action agreed upon 
by the conferees and recommended in the 
accompanying conference report: 

The following Senate amendments made 
technical, clerical, clarifying, or conforming 
changes (including changes made necessary 
to conform to the Excise Tax Reduction Act 
of 1954, Public Law 324, 83d Cong.): 1, 4, 5, 
6, 8, 9, lOa, 11, 12 (4), 14, 15, H3, 17, 18, 20, 21, · 
22, 23 (1), 23 (2), 23 (4), 25, 26, 27, 30, 33, 
34, 37, 41, 4la, 42, 43 (2), 44 (2), 47 (1), 52, 
53, 54, 56, 57a, 64, 65, 66, 67b, 68, 70, 72, 73, 
74, 74a, 76a, 90, 91, 93 (2), 94, 95, 101, 102 
(1), 102a (1), 103, 104, 105, 106, 111, 112, 
113, 114, 115, 117 (2-)' 118, 129, 130, 131, 132, 
133, 134, 135, 136, 137, 138, 139, 140, 141a, 142, 
143, 144, 145, 146, 154, 155, 156a, 158, 160, 161, 
164, 168, 170, 173, 183, 184, 185, 185a, 187, 
188, 189, 190, 191, 192, 193, 194, 199, 200, 201, 
202, 203, 204, 205, 206, e1s, 214, 215, 216, 217, 
219, 220, 220a, 221, 222, 223; 224, 225, 226, 
229, 230, 231, 232, 232b, 233, .234, 235, 236, 237, 
239, 2~0. 241, 242, 243, 249, 250, 255, 256, 257, ·. 
260, 270, 27lb, 273a, 274, 275, 276, 278, 279, 
281a, 282, 283, 284, ·285, 286, 287, 288, 289, . 
290-301,302- 326,327 (1), 327 (3), 327 (4). · 
328, 329, 330, 331, 333-347, 348 (1), 349 (1), 
349 (2). 349 (4)' 350 (2)' 351, 353, 354, 355,-
356, 357 (2), 358-403, 405, 406, 406a, 408, 409, 
410, 411, 412, 413, 413a, 414, 415,-416, 417 (3), 
420, 421, 422, 423, 425, 426, 427, 428, 429, 430, 
432, 433, 434, 435, 437, 438, 439, 440, 441, 442, 
443, 444, 445, 448, 450, 451, 452, 454, 455, 458, 
459, 460, 461, 462, 463, 464, 465, 466, 467, 468, 
469, 471, 472, . 473, 476, 480, 481, 482, 483, 484, 
485, 489, 490, 4~1. 492, 4.93, 500! 5Q4, 505 ( 1)' 
509, 512, 513, 514, 516, 517, 519, 520, 522, 523, 
525, 527, 529, 531, 532, 533, 534, .536, 538, 539, 
540, 542, 543, 544, 547, 549, and 553. With 
r·espect to these amendments ( 1) the House 
either recedes or recedes with amendments 
which are technical, clerical, clarifying, or. 
conforming in nature, or (2) the Senate re
cedes in order to conform to other action 
agreed upon by the committee of conference. 

Amendments Nos. 2 and 3: Under the 
House bill, the benefits of full income split
ting were extended to those taxpayers who· 
could qualify as "head of family." In order 
to qualify, a taxpayer must have supported 
a son, a daughter, father, mother, brother, 
or sister, or certain relatives of his wife if 
she were dead and he had not remarried. It 
was not necessary for such dependents to 
live in the taxpayer's household in order to 
qualify him as head of family. 
· Under the Senate amendment, the provi
sions of existing law relating to head of 
household were restored. Thus, a head of 
household would continue to receive haU 
(rather than full) benefits of Income split• 
ting and the dependents qualifying the tax
payer must actually live in his household. 
'rhe taxpayer woUld not be required to sup
port his children and their earnings would 
not be subject to the $600 limitation (unlesa 
such children were married). 
. The House recedes with amendments. 
Under the conference agreement, the prov1• 
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sioru~ of the Senate amendment are retained 
with three exceptions. Under the first ex
ception, a taxpayer may qua!ify as head of 
household through his support as a depend
ent (within the · meaning of sec .. 151) of · 
either his mother or father even though they 
do not live in · his home., if he maintains a 
household (by providing more th~n half the 
cost of maintenanc.e) for either of them and . 
such household constitutes such parent's 
principal place of abode. 

Under the second exception, a taxpayer 
may obtain the full benefits of·income split
ting for a period of 2 years after the year · 
in which occurs the death of his spouse, if 
he has not remarried and if he maintains 
as his home a household which .is the princi- J 

pal place of abode of a son, stepson, daugh
ter, or stepdaughter and with respect to · 
whom the taxpayer is entitled to a deduction 
under section 151. If the taxpayer does not 
qualify as a "surviving spouse", he may still 
qualify as a "head of household" if he meets, 
the statutory requirements. Thus a tax
payer on the calendar year basis whose spouse 
died in 1952, may, for the taxable year 1954, 
qualify as a "surviving spouse". However, 
in 1955, he must determine whether he can 
meet the requirements of "head of house
hold". 

The third exception adds a limitation that 
a taxpayer may not be a head of a household 
by reason of a dependent who would not be a 
dependent but .!or the new categories pro
vided under paragraphs (9) and (10) of 
section 152 ta), and subsection (c) of section 
152, of the House bill. 

Amendment No. 7: This is a technical · 
amendment relating to the effective date 
of the corporate tax rate. Under the con- · 
ference agreement on amendment No. 545 
(2), this provision is covered in the effective 
date section of the title. The Senate recedes. 

Amendment No.- 10: Section 34 (a) of the 
House bill provided for a credit against the 
income tax of an individual of a percentage · 
of the dividends received from certain do
mestic corporations which are included in 
gross income. It provided a credit of 5 per
cent of those dividends received af~r July 
31, 1954,- and before August 1, 1955, and a 
credit o! 10 percent after July 31, 1955. Sub
section (b) of the House bill, however, lim
ited the credit against tax provided by sub
section (a) to 2 percent of the individual's 
taxable income for his taxable year ending 
before January 1, 1955, 7 percent for his tax
able year ending after December 31, 1954, and 
before January 1, 1956, and 10 percent for_ 
his taxable year ending after December 31, 
1955. 

Senate amendment No. 10 struck out all of 
the provisions of section 34 ·or the House bill' 
and in lieu thereof directed the Secretary· 
of the Treasury to make a study of ques
tions involving the inclusion in gross rn- · 
come of dividends received by individuals . 
and to report to Congress on or before Jan· 
uary 15, 1955. · 

The House recedes with an amendment. 
The conference agreement, in general, re
stores the provisions of the House bill, ex
cept that the amount of the credit is to be 
4 percent of the amount of dividends re
ceived to which the section applies, and is 
to be limited to 2 percent of the individual's 
taxable income-in the case of taxab}e years 
ending before January 1, 1955, and to 4 per
cent of the individual's taxable income for 
all succeediiig . taxable years. ' ' 

Amendments Nos. 12 (1), 12 (2). 12 (3), 
12 ( 5) , and 13: These amendments make 
clarifying, clerical, technical, and conform·. 
ing cha_nges and_ also the follo~wing sub-. 
stantive changes in the section which allows 
a credit against tax for retirement income: : 

( 1) The credit is allowed for individuals 
under age 65 with respect to pensions and 
annuities received under a public retirement 
system ( aa defined 1n the amendment). 
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(2) The credit is not reduced on account
of income earned after attaining age 75. 

(3) The credit is-not allowed to nonresl· 
dent aliens. 

The House recedes. 
Amendment N:o. 19: Paragraph ( 1) of this 

amendment provides that the. provision of 
the House bill (sec. 71 (a) (2)), relating to 
tlle inclusion in gross income of amounts, 
received under a written separation agree
:qlent, applies to agreements executed after 
the date of enactment of the bill. The 
House recedes. 

Paragraph (2) of amendment No. 19 adds 
a new provision providing that periodic pay
ments received by a wife under a decree 
(entered after March 1, 1954) requiring the · 
husband to make the payments for her sup
port or maintenance shall be included in the 
gross income of the wife (the amount so in
cludible in the wife's gross income being 
allowed as a deduction to the husband under 
sec. 215). It I-s the understanding of the · 
committee of conference that in determin
ing whether a decree was entered after 
March 1, 1954, any decree which is altered 
or modified by a court order entered after 
March 1, 1954, shall be treated as a decree 
entered after March 1, 1954, for purposes of 
the application of this provision (sec. 71 (a) 
(3)). The House recedes. 

Amendment No. 23 (3): This amendment 
provides that for purposes of section 72 (re
lating to annuities and certain 'proceeds of 
endowment and life-insurance contracts) 
face-amount certificates shall be treated the 
same as endowment contracts. The House 
recedes with an . amendment providing that · 
the section shall be applicable only to face
amount certificates issued after December 31, 
1954. 

Amendment No. 24: This amendment · 
strikes out section 76 of the House bill which 
provided specific statutory rules for deter
mining when the discharge of indebtedness 
results . in gross income. The_ effect of this · 
amendment is that such determination will · 
be made, as under existing law, by applying 
the general rules for determining gross in
come. The House recedes. 

Amendment No. 28: Section 101 (a) of the 
House bill exempted in full life-insurance 
proceeds payable at death on contracts 
transferred for a valuable consideration. 
This amendment restores existing law which 
taxes the amount received to the extent that 
it exceeds the consideration for the policy 
and the premiums paid by the transferee ex- . 
cept where the policy is transferred in a non
taxable exchange. The amendment further · 
extends the exception of existing law in case · 
o! the following types of transfers: Th~ · 
transferee is the insured, a partner of the 
insured, a partnership in which the insured 
is a partner, or a corporation in which the 
insured is a shareholder or officer. The 
House recedes. 
· Amendment No. 29: Section 101 (b) (2) 
(B) of the House bill exempts employee 
death benefits up to $5,000 if paid under a . 
qualified employee profit-sharing or stock- ·. 
bonus plan, even though the employee had 
a nonforfeitable right to receive such · 
amounts while living. Paragraph (1) of this 
amendment extends the same treatment to 
lUmp-sum distributions paid under an ex- ' 
empt employees' pension plan or annuity 
plan. The House recedes. 

Section 101 (d) of the House bill in effect 
limits the excluslon from gross income of 
interest earned on life-insurance installment : 
~roceeds after the death of the lns-qred to· 
$500 per year for a widow of the decedent and 
$250 a year for ~er~in other ,beneficiaries. · 
Paragraph (2) . of amendment No. 29 in--. 
creases the exclusion in the case of a widow 
to $1,000 a year and proVides !or no ex· 
elusion for other beneficiaries. The House 
recedes. 

. Amendment No. 81: This amendment pro
vides that gross income does not include 
pensions, annuities, or similar allowances 
for personal injuries or sickness resulting 
from active service in the Coast and Geodetic 
Survey or the Public Health Service. The · 
House recedes. 

- Amendment No. 32: Under existing law 
amounts received by employees through in
sured employer accident and health plans 
are excludable from gross income, while 
amounts received through noninsured plans 
are generally considered fully taxable. Sec
tion 105 of the House bill provided that 
amounts received through qualified plans 
(whether insured or noninsured) would be 
fully excluded if received as compensation 
for sickness or injuries, and would be ex
cludable up to $100 a week if received as 
compensation for loss of wages during a 
period of absence from work due to sick
ness or injury. The Senate amendment pro
v~ded an exclusion from gross income with 
respect to ( 1) amounts received as reim
bursement for medical expenses, {2) amounts 
received as compensation for -the loss of a · 
bodily member or function, and (3) amounts 
received (not in excess of :$100 a week) as, 
or in lieu of, wages. The Senate amend
ment applied to amounts paid out by em
ployee associations and by employer nonin
sured plans as well as insured plans. The · 
amendment also contained rules for deter
mining whe-n receipt of amounts under sec
tion 105 would not make the taxpayer in
eligible for a medical deduction under sec• 
tion 213. 

The House recedes with an amendment. 
Under the conference agreement a clarify
ing change has been ma-de in section 105 
(a) in order to make clear that, except as 
otherwise provided in section 105, amounts 
received by an employe.e through accident 
or health insurance for personal injuries or , 
sickness shall be included 1n gross income 
not only when such amounts are attributable 
to contributions by the employer which were 
not includible in the gross intome of the 
employee, but also when such amounts are 
paid by the employer. Section 105 (e) pro
vides that, for purposes of sections 104 and 
105, amounts received under .an accident or 
health plan for employees, and amounts re
ceived from a sickness and disability fund 
for employees maintained under the law of 
a State, Territory, or the District of Co
lumbia, shall be treated as amounts . re- . 
ceived through accident or health insurance. ' 
The phrase "accident or health plan for 
employees" thus includes a plan of an em
ployer, or of an employee associ~tion, or 
any other plan which pays accident or·health 
benefits to employees. 

Section 105 (b) provides that except in · 
the case of amounts attributable to (and 
not in excess of) deductions allowed under 
section 213 (relating to medical, etc., ex- ' 
penses) for any prior taxable year, amounts 
referred to in subsection (a) shall not be 
included in gross income if they are paid, · 
directly or indirectly, to the taxpayer to 
reimburse the taxpayer for expenses in· 
c.urred by him for the medical care of him
self, his spouse, and his dependents. Sub
section (b) applies only to amounts which 
are paid specifically to reimburse the tax· 
payer for the prescribed medical expenses. 
SUch reimbursements are excludable from' 
gross income without limitation as to ·thei-r 
amount. An amount will be considered to · 
have been paid indirectly to the taxpayer to 
reimburse him for medical care if, for ex· 
ample, -payment is made to ·tile hospital 
which rendered the prescribed services to 
tbe taxpayer, his spouse, or his dependents.. 
Also, payment to the taxpayer•s spouse or 
dependents will constitute indirect payment 
to the taxpayer. · 
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Under the conference agreement subsec

tion (c) is identical with the corresponding 
provision qf the Senate amendment. It pro
vides that amounts described in subsection 
(a) shall not be included in gross income 
if they cqnstitute payment for perm&nent 
loss, or permanent loss of use, of a mem
ber or function of the body, or the perma
nent disfigurement of the taxpayer, ·his 
spouse, or a dependent, and the payments 
are computed with reference to the nature 
of the injury and without regard to the pe
riod the employee is absent from work. 

Subsection (d) provides that gross income 
does not include amounts referred to in 
subsection (a) if such amounts constitute 
wages or payments in lieu of wages for a 
period during which the employee is absent 
from work on account of personal injuries 
or sickness, but only to the extent that such 
amounts do not exceed a weekly rate of 
$100. It is further provided that, in the case 
of a period during which the employee is 
absent from work on account of sickness, 
the exclusion shall not apply to amounts 
attributable to the first 7 calendar days in 
such period unless the employee is hospital
ized on account of sickness for at least 1 
day during such period. For example, if, 
on the lOth day of the · period during which 
the employee is absent from work on ac
count of sickness, he is admitted to a hos
pital on account of sickness, and is dis
charged from the hospital 2 days later, the 
employee may exclude from gross income 
(subject to the $100 per week limitation) 
any amount to which subsection (a) applies 
attributable to the entire period of absence 
from work. On the other hand, if an em
ployee is absent on account of sickness ·for 
a period of 3 days, and at no time during 
such period is hospitalized on account of · 
sickness, he would not be entitled to ex
clude any amount from gross income under 
subsection (d) with respect to such 3-day 
period of absence from work· due to sick
ness. The 7-day waiting period imposed by 
subsection (d) in the case of absence from 
work on· account of sickness does not ap
ply to any period during which the em
ployee is absent from work on account of 
personal injury. For. example, if the em
ployee is absent from work (without being 
hospitalized) for 3 days on account of sick
ness, and on the 4th day he incurs an in
jury which necessitates his being absent 
from work for an additional period of 5 
days, he would not be entitled to any ex
clusion for amounts attributable to the 3 
days during .which he was absent from work 
on account of sickness, but he would be per
mitted . to exclude (subject to the $100 per 
week limitation) amounts attributable to 
the 5-day period during which he was absent 
from work on account of injury. If amounts 
to which subsection (d) applies are not paid 
on the basis of a weekly pay period the Sec
retary or his delegate shall by regulations 
prescribe the method of determining the 
_weekly rate at which such amounts are paid. 

Subsection (f) provides special rules for 
the application of section 213 (relating to 
medical, dental, etc., expenses) and provides 
that amounts excluded from gross income 
under subsection (c) or (d) shall not be 
considered as compensation (by insurance or 
otherwise) for expenses paid for medical care. 

Section 105 does not apply to amounts re
ceived under workmen's compensation acts 
as workmen's compensation. Such amounts 
are excluded from gross income under .section 
104. Amounts to which section 105 (a) ap
plies, which are not excluded from gross in
come under subsections (b). (c). or (d), 
must be included in gross income. 

Amendment No. 34a: The House bill pro
\"lded that an individual could exclude from 
gross income the first $50 of dividends re
ceived from certain domestic corporations 
during taxable years ending after July 31. 

1954, and before August 1, 1955, and could 
exclude the first $100 of such dividends re
ceived during taxable years ending after July 
31, 1955. The Senate amendment reduced 
the amount of the exclusion to $50 for all 
taxable years ending after July 31, 1954. The 
House recedes. 

Amendment No. 35: This amendment 
makes clear that the provisions of section 
117 of the House bill, relating to the exclu
sion from gross income of amounts received 
as scholarship and fellowship grants, apply 
to the value of contributed services and ac
commodations received under a fellowship 
grant. The House recedes. 

Amendment No. 36: The House bill pro
vided that amounts received as scholarships 
and fellowship grants be excluded from gross 
income, but the exclusion did not apply. to 
(1) amounts representing compensation for 
part-time teaching or research services, and 
(2) amounts received by an individual (not 
a candidate for a degree) if the annual 
amount of the grant, plus certain other com
pensation, equaled or exceeded 75 percent 
of the recipient's ·earned income during the 
prior 12-month period. The Senate amend
ment provides that in the case of individuals 
who are candidates for degrees, the exclusion 
provisions of section 117 (a) shall not apply 
to any amount which represents payment 
for teaching, research, or other services in 
the nature of part-time employment re:. 
quired as a condition to receiving the 
scholarship or the fellowship grant, other 
than services required of all degree candi
dates (whether or not recipients of scholar
ships or fellowship grants). With respect 
to nondegree candidates, the Senate amend
ment provides that the exclusion shall apply. 
(1) only if the grantor is a tax-exempt or
ganization or a ·governmenta-l body, and (2) 
only to the extent of $300 a month for a 
maximum of 36 months. The House recedes. 

Amendment No. 38: The House bill pro
vided that there shall be excluded from the 
gross income of an employee the value of any 
meals or lodging furnished by the employer 
(whether or not furnished as compensation) 
but only if such meals or lodging are . fur
nished at the place of employment, and are 
required to be accepted at the place of em
ployment as a condition of the employment. 
The Senate amendment provides that meals 
or lodging furnished for the convenience of 
the employer are excluded, but only if ( 1) 
such meals are furnished on the business 
premises of the employer, or (2) the em
ployee is required to accept such lodging on 
the employer's business premises as a condi
tion of his employment. The Senate amend
ment also provides that in determining 
whether meals or lodging are furnished for 
the convenience of the employer, the provi
sions of an employment contract or of a 
State statute fixing the terms of employment 
shall not be determinative of whether the 
meals or lodging are intended as compensa
tion. The term "business premises of the 
employer" is intended, in general, to have 
the same effect as the term "place of employ
ment" in the House bill. For example, lodg
ing furnished in the home to a domestic serv
ant would be considered lodging furnished 
on the business premises of the employer. 
Similarly, meals furnished to a cowhand 
while herding his employer's cattle on leased 
lands, or on national forest lands used under 
a permit, would also be regarded as furnished 
on the business premises of the employer. 
Amounts excluded from gross income under 
this amendment will not, in general, be sub
ject to income-tax withholding. The House 
recedes. 

Amendment No. 39: Under existing law a 
dependency exemption may be taken for a 
dependent only if he has gross income of less 
than $600. The House bill provided that 
the earnings test would not apply 1! the 
dependent is the taxpayer's child who 1s un-

der the age of 19 or is a full-time student 
in an educational institution during at least 
5 months of the year .. This amendment ex-

. tends the House provision to a child who is 
pursuing a full-time course of institutional 
on-farm training. The House recedes. 

Amendment No. 40: Under existing law 
and the House bill a citizen or subject of a 
foreign country may not qualify as a depend
ent unless he is a resident of the United 
States, of a country contiguous to the United 
States, or of certain other designated coun
tries, even though he is also a citizen of the 
United States. Under amendment No. 40 
the disqualification would apply only to 
individuals who are not citizens of the 
United States. The House recedes. 

Amendment No. 41b: As under existing 
law, section 162 of the House bill allows as 
a deduction all ordinary and necessary ex
penses, including rentals, paid or incurred 
during the taxable year in carrying on a 
trade or business. Senate amendment No. 
41b provided, in the case of a lease of prop
erty which is owned by a tax-exempt organi
zation described in section 501 (c) (4) (re
lating to civic leagues or organizations for 
promotion of social welfare) and which is 
subject to a mortgage or other similar lien 
securing indebtedness incurred in the acqui
sition or improvement of such property, that 
the deduction for rent could be in annual 

· amounts sufficient to discharge the indebted
ness over a 5-year period. The Senate re
cedes. 

Amendment No. 43 (1): This amendment 
strikes out the provision of the House bill 
which permitted an interest deduction for 
carrying charges on installment purchases 
where the carrying charges were separately 
stated, but the interest could not be ascer
tained. Under the conference agreement, the 
provisions of the House bill are restored · with 
a clarifying amendment. 

Amendment No. 44 (1): Under the House 
bill, taxes assessed against local benefits of a 
kind tending to increase the value of the 
property assessed are deductible only to the 
extent properly allocable. to maintenance or 
interest charges. Amendment No. 44 (1) 
provides a further exception which allows a 
deduction of taxes levied by a special taxing 
district if the district covers the whole of at 
least 1 county, at least 1,000 persons are sub
ject to the taxes levied by the district, and 
the district levies its assessments annually 
at a uniform rate on the same value used for 
purposes of the real property tax generally. 
The House recedes. 

Amendment No. 45: The House bill pro
vided that, in the case of a sale of real prop
erty during any real property tax year, the 
real property tax be apportioned between the 
seller and purchaser for purposes of section 
164 (a) (relating to allowance of deduction 
for taxes paid or accrued within the taxable 
year) on the basis of the period before and 
after the date of the sale. The Senate amend
ment provided that this apportionment 
would not apply in the case of any sale of 
real property if either of the parties to the 
transaction computes his taxable income 
under an accrual method of accounting and 
has not made the election (provided by 
Senate amendment No. 96) under section 
461 (c) of the House bill to accrue real 
property taxes ratably over the period to 
which the tax relates. 

The House recedes with an amendment. 
The conference agreement permits an ap
portionment of the real property tax between 
the purchaser and seller in a transaction de
scribed in the preceding paragraph, and pro
vides that a party to such a transaction who 
is on the accrual method and has not made 
the election under section 461 (c) shall be· 
treated as having accrued on the date of 
sale that portion of the real property tax 
which would be allocable to him under the 
House bill and which he could not ded.uct 
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for any taxable year under his method of 
accounting. If a cash-basis· taxpayer, or an · 
accrual-basis taxpayer who has not made the 
election provided in section 461 ' (c), has 
deducted for any taxable year prior to the, 
sale an amount in excess of tbe portion of 
the tax treated as imposed upon him under 
section 164 (d), the excess will be includ
ible in gross incom~ for the year of the 
sale subject to the provisions of section 111 
(relating to recovery of bad debts, prior taxes, 
and delinquency amounts). · 

Amendment No. 46: In determining_ 
whether a corporation is an amliated cor
poration for the purpose of ascertaining the 
treatment to be given to security losses, the 
House bill changed the stock ownership re
quirements specified in existing law from 95 
percent to 80 percent. This amendment re
stores existh:~g law. The _House recedes. 

Amendment No. 47 (2) : This amendment 
adds to the section on bad debtS a subsection 
which provides that certain payments of 
part or all of taxpayer's obligations as a guar
antor, endorser, or indemnitor on certain 
noncorporate obligations shall be treated as 
a debt becoming worthless and deductible 
as a business bad debt. The House recedes. 

Amendment No. 48: This amendment to 
the House bill makes it clear that a taxpayer 
may use different methods of depreciation 
with respect to different properties or classes 
of property. The House recedes. · 

Amendment No. 49: This amendment adds 
to the methods of depreciation provided in 
167 (b) of the House bill the "sum of the 
years-digits method" for property described 
in section 167 (c). The House bill provided 
for depreciation under any consistent 
method which would not result in allowances 
productive of a reserve greater than would 
have been accumulated under the declining 
balance method, at any point in the proper
ty's life. The Senate amendment provides 
that the Um,itation should apply only during 
the first two-thirds of the property's life. 
The Senate amendment also provides ~pecifi
cally that the new methods will in no way 
restrict or reduce an allowance which is al- · 
lowable under subsection (a) , whi<;h sub
section in substance is the same as existing 
law. The House recedes. 

Amendment No. 50: Section 167 (c) of the 
House bill provided that the new methods 
of depreciation provided in section 167 (b) 
would apply to property acquired after De
cember 31, 1953, which is new in use after 
December 31, 1953. In the case of property 
constructed, reconstructed, or erected by the 
taxpayer, the House bill provided that the 
new _ methods . would apply to construction, 
reconstruction, or erection completed after 
December 31, 1953, but only to that portion 
of the basis of such property which is attrib
utable to the period after December 31, 1953. 
The Senate amendment restricts the lib
eralized depreciation provided in section 167 
(b) to property with a_ useful life of 3 years 
or more. This amendment also provided 
that the methods of depreciation provided 
in section 167 (b) apply to the entire cost of 
pro~rty which is completed and first put 
into use after December 31, 1953. The House 
recedes with an amendment. The confer
ence agreement provides for the limitation 
of the new methods of depreciation to prop
erty with a useful life of 3 years or more but 
restores the limitation in the House blll that 
only that portion of the basis of the property 
which is attributable to the construction, 
reconstruction, or erection after December 
31, 1953, is subject to the new depreciation 
meth~s described in section 167 (b) (2), 
(3), and (4). 

Amendment No. 51: The "10-percent lee
way" rule contained in section 167 (e) of the 
House bill has been eliminated by Senate 
amendment No. 51. This amendment added 
a new subsection (e) to section 167 of the 
Hoilse bill pro-viding that a taxp~yer mar 

change (under regulations prescribed by the tion with the net operating loss provisions 
secretary) from the declining-balance meth- for any dividends received by corporations 
od to the straight-line method. The House or for dividends paid on preferred stock of 
recedes. · public utilities. Under the Senate amend'-

Amendment No. 55: The House bill j)ro- ' ments, the deductions allowed under sec
vided for an increase in the charitable con- tions 243 (relating to dividends received by 
tribution limitation from 20 percent to 30 corporations), 244 (relating to dividends re
percent of adjusted gross income, the added ceived on certain preferred stock of public 
10 per_cent to be allowed only for charitable utilities), 245 (relating to dividends received 
contributions to certain hospitals, educa- from _certain foreign corporations), ·and 247 
tiona! institutions, and churches. A techni- (relating to dividends paid on certain pre
cal amendment is made to insure that the !erred stock of public uti~ities) will be al
add~tional 10 percent is to be applied to the lowed in computing a net operating loss. 
aggregate gifts to such charities and not to The deductions provided in sections 243, 244, 
each gift. An amendment is also made in and 245, moreover, are to be computed for 
the definition of churches for purposes of the this purpose without · regard to the limita
additional 10 percent limitation. The words tion provided in section 246 (b) _ on the ag
"a religious order" in the House bill have gregate amount of the deductions, and the 
been· deleted. The House bill also contained deduction provided in section 247 will be 
a liberalization of the existing unlimited computed without regard to subsection (a) 
charitable deduction where the taxpayer's (1) (B) of section 247. In determining the 
charitable contributions and income tax in income for any year which must be sub
the current taxable year and in each of the tracted from a net operating loss to deter-
10 preceding taxable years equals 90 percent mine the portion of such loss which will still 
or more of his taxable income. Under the be available to carry to a subsequent year, 
House provision this test had to be met in howeyer, the deductions allowed by sections 
only 9 of _the 10 preceding years. The 243, 244, and 245 will be com]:.'uted by taking 
amendment further liberalizes the provision into account the limitation provided in sec
by extending the unlimited deduction if the tion · 246 (b) and the deduction allowed by 
test is met in the current taxable year and section 247 will be computed by taking into 
8 of the 10 preceding taxable years. The account subsection (a) (1) (B) of section 
House recedes. 247. 

Amendment No. 55a: Under the House bill, Since section 172, under the Senate 
charitable contributions are deductible by a amendments, is to apply to losses sustained 
corporation only to the extent of 5 percent of in taxable years ending after December 31, 
taxable income (as computed for purposes of 1953, instead of only to losses sustained in 
this section). Amendment No: 55a permits a taxable years beginning after December 31, 
carryover to succeeding taxable years of 1953, as was the case under the House bill, 
charitable contributions in excess of the lim- · the Senate amendments have added a new . 
itation. The House recedes with an amend- subsection (f) to section 172 with respect to 
ment which lh:nits the carryover to the 2 losses sustained in taxable years beginning 
taxable years next succeeding the taxable in 1953 and ending in 1954. The net ·oper
year of the excess contribution. ating los8 for any such taxable year shall 

Amendment No. 57: This amendment in- not be the amount computed under section 
serts a new provision providing that contri- 172 (c) (relating to the definition of net 
butions to certain nonprofit cemetery and operating loss), but shall be the sum of (1) 
burial companies shall qualify as charitable that portion of the net operating loss for 
deductions. The House recedes with a cleri- such taxable year computed under section 
cal amendment. 172 (c) which the number of days in such 

Amendments Nos. 58 and 59: These taxable year after December 31, 1953, bears 
amendments relate to the deduction for to the total number of days in such year, 
amortizable bond · premium. Under the and (2) that portion of the net operating · 
House bill the premium on callable bonds loss for such taxable year computed under 
(is~ed after January 22, 1951, and acquired section 122 of the Internal Revenue Code of 
after January 22, 1954) may· be amortized to 1939. as if section 172 had not been enacted 
nearest call date only if that date is more which the number of days in the loss year 
than 3 years from date -of original issue. before J'anuary 1, 1954, bears to the total 
Amendment 58 restricts this provision to number of days in such year. The portion 
fully taxable bonds. Amendment 59 (1) per- of the net operating loss, if any, for any such 
mits, in effect, an ordinary loss for the- taxable year which shall be carried to the 
amount of premiums denied under the House second preceding taxable year shall be the 
bill if the bond is in fact called prior to amount which bears the same ratio to such 
maturity. Amendment 59 (2) extends the net operating loss as the number of days in 
amortizable bond premium provision to the loss year after December 31, 1953, bears to 
bonds which are not issued with interest the total number of days in such year. In 
coupons or in registered form. The House determining the income for such second pre
recedes. ceding taxable year which must be subtract-

Amendments Nos. 60, 61, 61a, 62, and 63: ed from such net operating lost to determine 
These amendments make certain changes the portfon of such loss which will still be 
in section 172 (relating to the net operating available t-o carey back or carry over to a 
loss deduction) of the bill as passed by the year subsequent to such second preceding 
House. Section 172, as passed by the Ho-qse, taxable year, such income for such second 
applied only to net operating losses sustained preceding taxable year shall not exceed the 
in taxable years beginning after December po~ion of the net operating loss which may 
31, 1953. Under the Senate amendments, the be carried back to such second preceding 
new net operating loss provisions in section taxable yea~. Under ·the Senate amend-
172 in general are to be applicable to taxable ments, the_ special transitional rules to take 
years ending after December 31 1953. care of the changeover from the Internal 

Under the bill as passed by the House (as Revenue Code of 1939 to the Internal Reve
ls likewise the case under existing law), the nue Code of 1954 have likewise been amend
deduction for depletion, where it is material ed to conform to the fact that section 172 
with respect to the net operating loss provi- under the Senate amendments will apply to 
sions, could not exceed the amount which taxable years ending after December 31, 1953, 
would be allowable if computed without re- instead of only to taxable years beginning · 
gard to percentage depletion. Under the after December 31, 1953. 
Senate amendments, this limitation is Technical amendments have· also been 
removed. made to conform t~ the several substantive 

Under the bill as passed by the House (as Senate amendments. 
in effect is likewise ·the case under existing, The House recedes on each of these amend-
law). no d~duction wa.S allowed 1n connec- ments. 
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Amendment No. 67: This amendment re
lates to soil and water conservation expendi
tures. It makes clarifying changes, elimi
nates the provisions relating to ad~ustments 
to basis, and provides that certain asse_ss
ments levied by a soil or water conservatiOn 
or drainage district may be included as de-. 
ductible expenses subject to the same limi
tations as apply with respect to soil and water 
conservation expenditures made directly by 
the taxpayer. The House recedes. 

Amendment No. 67a: This amendment 
added a new section which would permit 
a taxpayer engaged in the business of farm
ing to deduct expenditures paid or incurred 
(after December 31, 1953, and before January 
1 1956) by him during the taxable year to 
p~ovide a farm grain-storage facility. The 
Senate recedes. 

Amendment No. 69: This amendment pro
vides for the deduction of expenses paid 
for the care of certain dependents if the 
purpose of such care is to permit the tax
payer to be gainfully employed. The amend
ment follows the provisions of the House 
b111 section 214, relating to expenses for 
chiid care, except that (1) the deduction is 
allowed to women and widowers while the 
House bill was limited to widows and wid
owers; (2) the deduction is allowed with 
recpect to care of a dependent who is (a) 
a child of the taxpayer under the age of 
12 or (b) is mentally or physically incapable 
of caring for himself; and (3) the deduc
tion may be claimed by a working wife 
only if she files a joint return with ~er 
husband. The deduction for the workmg 
wife is decreased in the amount by which 
the adjusted gross income of the taxpayer 
and her spouse exceeds $4,500. No deduc
tion is allowed if the adjusted gross income 
of the husband and wife exceeds $5,100. 
The House recedes. 

· Amenciment No. 71: Under the bill as 
passed by the House, the deductions allowed 
by sections 243 (relating to dividends re
ceived by corporations), 244 (relating to divi
dends received on preferred stock), and 245 
(relating to dividends received from certain 
foreign corporations) were not to apply to 
any dividend received from an insurance com-. 
pany subject to a tax imposed by subchapter 
L (sec. 801 and following). Under the Senate 
amendment, this restriction is remoyed and 
the deductions allowed by sections 243, 244, 
and 245 shall apply with respect to such 
dividends. 

Subsection (b) of section 246 provides a 
limitation on the aggregate amount of the 
deductions allowed by sections 243, 244, and 
245. Under the House bill, the aggregate of 
such deductions was not to exceed 85 per
cent of the taxable income of the shareholder 
corporation computed without regard to the 
deductions allowed by sections 172, 243, 244, 
245, and 247. Under the Senate amendment, 
the provision of the House bill is retained in 
paragraph (1) of subsection (b) as the gen
eral rule. A new paragraph (2), however, 
was added to subsection (b) by the Senate 
amendment. This new paragraph (2) in 
effect provides that if the shareholder cor
poration has a net operating loss, as deter
mined under section 172, for any taxable year, 
then the deductions provided in sections 243, 
244, and 245 shall be allowable for all tax pur
poses to such shareholder corporation for 
such taxable year without regard to the 
limitation provided in paragraph (1) of sub
section (b). If the shareholder corporation 
does not have a net operating loss for a given 
taxable year, however, the limitation pro
vided in paragraph (1) of subsection (b) will 
be applicable for all tax purposes for such 
taxable year. 

The House recedes. 
' - Amendment No. 75: This amendment adds 
a new subsection to section 263, relating to 
capital expenditures, providing that the pro
hibition against deduction ol capital ex-

penditures will not apply to intangible drill
ing and development costs in the case _of oil 
and gas wells insofar as these expenditures 
are deducted as expenses under regulations 
which are to be prescribed under this sub
title corresponding to the regulations which 
were recognized and approved by th_e Con
gress in House Concurrent ResolutiOn 50, 
79th Congress. The House recedes. 

Amendment No. 76: Section 264 of the 
House bill extended the rule of section 24 (a) 
(6) of the 1939 Code (relating to the non
deductibility of interest on indebtedness in
curred to purchase a single premium life in
surance or endowment contract) to annuity 
contracts purchased after March 1, 1954. It 
also provided that a contract shall be treated 
as a single premium contract if an amount is 
deposited with the insurer for paym_ent of a 
substantial number of future premiums on 
the contract. The Senate amendment limits 
this rule to amounts deposited after March 1, 
1954. The House recedes. . 

Amendment No. 77: Under the bill as 
passed by the House, the fact. that. a sub
stantially disproportionate consideratiOn ~as 
paid for the acquisition of a corporatiOn 
was determinative of the fact that the prin
cipal purpose of such acquisition was eva
sion or avoidance of Federal income tax 
unless the taxpayer by a clear preponderance 
of the evidence proved the contrary. Under 
the senate amendment, the fact of the sub
stantially disproportionate considera~iOJ~ is 
made prima facie evidence of the prmcipal 
purpose of evasion or avoidance of Federal 
income tax. The House recedes. 

Amendment No. 78: Under present law, if 
losses from a trade or business exceed $50,000 
a year for 5 consecutive taxable years, a re
computation for those years must be made 
and only $50,000 of the annual loss may be 
offset against income from other sources, 
any excess being disallowed. Certain deduc
tions are not taken into account in deter
mining the amount of loss; the House bill 
adds certain other deductions. The Senate 
amendment provides in addition that the 
net operating loss deduction is not to be 
taken into account in determining whether 
a taxpayer's losses exceed $50,000 in any 
taxable year. As under existing law, if a 
recomputation is made, the net operating 
loss deduction is not allowed. The amend
ment also makes it clear that the changes 
made in this provision are applicable only 
with respect to taxable years in a period of 
5 consecutive years one or more of which is 
a taxable year beginning after December 31, 
1953. The House recedes. 

Amendment No. 79: This amendment 
eliminates section 272 (a) of the House bill, 
which disallowed certain expenses incurred 
in connection with the holding and quantity 
measurement of certain timber. Further
more, under section 272 (b) of the House 
bill, where the disposal of coal or timber 
was covered by section 631 (b), no deduc
tion was allowed for expenditures attribut
able to the making and administering of the 
contract under which such disposition oc
curred and to the preservation of the eco
nomic interest retained under such contract. 
This provision of the House bill did not 
apply to any taxable year during which there 
was no income under the contract. The 
senate amendment made this provision in
applicable to timber, but extended it to ap
ply to iron ore. The amendment also made 
this provision jnapplicable to expenses at
tributable to the administering of the con
tract, and provided that it should not apply 
io any taxable year during which there is no 
income under the contract. The House re
cedes with an amendment to make section 
272 inapplicable to Ira~ ore and applicable 
to expenses attributable to the admini~ter
ing of the contract under which disposition 
of coal occurs. · ' 

Amendment No. 80: This amendment 
strikes out section 274 o~ tlie ' Bouse bill 

which provided that no deduction should be 
allowed with respect to amounts paid to 
States or other governmental units, or to 
their political subdivisions, for the use of 
property acquired or improved out of the 
proceeds of industrial development revenue 
bonds (as defined in the House bill) author
ized after February 8, 1954. 

While it is recognized that a serious abuse 
may be developing where the Federal income 
tax exemption granted interest on State and 
local governmental obligations is used for 
purposes of attracting new industry, the 
method proposed in the House bill to check 
this abuse would have had the unintended 
result of affecting adversely certain proper 
governmental functions, such as the oper_a
tion of municipal wharf and storage faCil
ities, municipal airports, and similar op
erations. 

It is believed that further study should be 
given to this problem so that the solution 
adopted to prevent the abuse will not preju
dice those activities which properly fall 
within the scope of the local government 
units. 

The House recedes. 
Amendment No. 81: This amendment 

strikes out section 275 of the House bill 
which denied a deduction for amounts paid 
with respect to nonparticipating stock. The 
House recedes. 

Amendment No. 82: This amendment, 
relating to corporate distributions and ad
justments, contains a complete substitute 
for the provisions of subchapter C of chap
ter 1 of subtitle A of the House bill. 

The Senate amendment is designed to 
carry out the purposes sought to be ac
complished in the House bill. However, ob
jections were raised to some . of the provi
sions of the House bill in this area. These 
objections were in the main directed toward 
certain new concepts contained in the House 
bill, such as those seeking to provide precise 
classification for all instruments issued by 
corporations and those distinguishing be
tween "publicly held" and "closely held" 
corporations. The Senate amendment has 
largely eliminated these new concepts, while 
at the same time preserving, to the greatest 
extent possible, the degree of certainty 
which was sought in the House bill and 
which is lacking in existing law. 

The House recedes and agrees to the Sen
ate amendment numbered 82 with amend
ments. Except for certain technical , cleri
cal, and conforming amendments, the text 
of these provisions, as they are proposed to 
be amended under the accompanying con
ference report, is the text of the Senate 
amendment with the following changes: 

(a) Constructive ownership of stock: The 
House bill set forth rules under which the 
stock of one person would be considered to 
be the stock of a related person for certain 
purposes (such as the determination of 
whether a distribution in redemption of 
stock would be entitled to capital-gains 
treatment or would be treated as the receipt 
of a dividend). In clarifying these rules, the 
Senate amendment removed the requirement 
that the stock owned by a beneficiary of a 
trust would be attributed to the trust only 
if the beneficiary had an interest of at least 
50 percent (computed actuarially) or was the 
beneficiary with respect to at least 50 percent 
of the income of the trust. Under the action 
recommended in the accompanying confer
ence report, section 318 (a) (2) (B) would 
be amended to make it clear that a trust will 
not be considered the constructive owner of 
stock which is owned by one of its bene
ficiaries, if such beneficiary's interest in the 
trust is merely a contingent interest which 
(under the maximum exercise of discretion 
by the trustee in favor of such beneficiary) 
does not have a value exceeding 5 percent o! 
the value of the trust property. 

Under the action recommended in the ac
~mpanying conference report, it is also 
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made clear that stock owned by ·a trust will 
be considered as being owned by its bene
ficiaries only to the extent of the interest of 
such beneficiaries in the trust, For such 
purpose, the interest of income beneficiaries, 
remainder beneficiaries, and other bene_.. 
ficiaries will be computed on an actuarial 
basis. Thus, if a trust owns 100 percent of 
the stock of corporation A, and if, on an ac
tuarial basis, W's life interest in the trust is 
15 percent, Y's life interest is 25 percent, and 
Z's remainder interest is 60 percent, under 
this provision W will be considered to be the 
owner of 15 percent of the stock of corpora
tion A, Y will be considered to be the owner 
of 25 percent of such stock, and Z w111 be 
considered to be the owner of 60 percent 
of such stock. 
· · Under the action recommended in the ac
companying conference report, there would 
also be an amendment to section 302 (c) (2) 
(B) (11) to provide that an individual wm 
not be barred from capital-gains treatment 
on the redemption of all of his stock in a 
corporation, by reason of stock owned by 
members of his family to whom he has given 
or sold part of his stock within the preceding 
10 years, if the stock so given or sold to the 
other members of his family is redeemed in 
the transaction in which the stock of such 
person is redeemed. 

(b) Preferred stock bailout: Under the 
House bill the problem of the so-called "pre
ferred stock bailou.t" was treated by imposing 
a transfer tax on the corporation on the 
amount distributed in redemption of certain 
preferred stock. The Senate amendment 
changes this approach by providing in gen
eral for the imposition of a tax in certain 
cases on the shareholder at the rates appli
cable to ordinary income when there is a dis
position or redemption of preferred stock 
issued to him as a dividend. The effect of 
the action recommended in the accompany
ing conference report is to accept the Senate 
provisions in this area with certain technical 
amendments. 

An amendment to section 306 (b) (1) (A) 
rewrites clause (iii) thereof to make clear 
that the termination of the interest in the 
rorporation to which that provision relates 
is only the stock interest. Thus, the ter
minating shareholder is not prohibited from 
retaining an interest as a director or em
ployee. The amendment also makes clear 
that the rules of constructive stock owner
ship in section 318 (a) apply in determining 
whether the shareholder has disposed of his 
stock interest in the corporation. 

An amendment to section 306 (b) (3) 
strikes out the words "sale or". The pur
pose of this amendment is to make clear that 
section 306 (b) (3) does not apply to sales of 
section 306 stock. Furthermore, it is in
tended that, in the case of exchanges which 
are all or partly nontaxable in nature (such 
as exchanges under part III of subchapter 
C or under sec. 1036 (a)), property received 
which is of a kind which is permitted to be 
received in the exchange under the nppU-· 
cable sections without the recognition of gain 
or loss will not be treated as an amount 
realized to which section 306· (a) applies. 
For example: Shareholder X exchanges 100 
shares of preferred stock which, in his hands, 
is section 306 stock and has a basis of $10 
per share with shareholder Y for 50 shares 
of preferred stock in the same company with 
a value of $10 per share and $600 in cash. 
The transaction is of such a nature that so 
much of section 1031 (b) as relates to section 
1036 (a) provides for the recognition of gain 
only with respect to the receipt of money. It 
i's the intent that all of the money (that is, 
$600) will be treated as received from a dis
position to which section 306 (a) applies 
(without regard to the amount of gain which 
would otherwise be recogniZed under sec. 
1031 (b)). X · may receive the 50 shares 
ot preferred stock without the application Of 

~Section 306 {a), although such stock be-· 
comes section 306 stock by reason of section 
306 (c) (1) (C). 

Section 306 (c) (1) (B), which relates to 
the characterization of stock received in a 
reorganization as section 306 stock, is 
amended by striking the word "if" from 
clause (11) and substituting the words "to 
the extent that". This amendment is in
tended to make clear that stock (other than 
common stock) received in a reorganization 
may be section 306 stock in part, and the 
balance may be other -than such stock. 

(c) Basis of assets received in certain 
liquidations of subsidiaries: The accompany
ing conference report contains an amend
ment to section 334 (b) (2). Under sec
tion 334 (b) (2), which relates to the so
called "Kimbell-Diamond" problem, a parent 
corporation which liquidates its subsidiary 
(the stock of which was purchased within 
the time and in the manner prescribed) re
ceives the assets of the subsidiary at the 
same basis at which the parent held the sub
sidiary stock, subject to certain adjustments. 
Under the Senate amendment, the only ad
justment expressly provided for was an 
adjustment for distributions made to the 
parent with respect to the stock of the sub
sidiary before the adoption of the plan of 
liquidation. Under the amendment recom
mended in the accompanying conference re
port, it is provided that, under regulations 
prescribed by the Secretary or his delegate, 
proper adjustment will be made not only for 
such distributions, but also for any money 
received by the parent corporation, for lia
bi.lities, and for other items. 

(d) Sales during period of complete liqui
dation: Section 337 of the Senate amend
ment provided for nonrecognition of gain 
or loss to a corporation from the sale or ex
change of certain property by it within the 
12-month ·period beginning on the date of 
the adoption of a plan of liquidation. Sec
tion 392 (b) of the Senate amendment pro
vided a substantially similar rule applicable 
(whether or not a plan of liquidation is 
adopted) with respect to sales or exchanges 
during the calendar year 1954, but only where 
the distributions in liquidation are com
pleted before January 1, 1955. 

The effect of the action recommended in 
the accompanying conference report is to 
adopt these Senate provisions with two 
changes. The first, which is an amend
ment to section 337 (b) (2), makes it clear 
that the sale of inventory (or similar prop
erty) will come within the nonrecognition 
provisions of section 337 if substantially all 
of such property which is attributable to one 
trade or business of the corporation is sold 
to one person in one transaction. For exam
ple, if a corporation engages in 2 distinct 
businesses, it may avail itself of the pro
visions of section 337 with respect to the in
ventory attributable to 1 of such businesses 
by selling such inventory to 1 person in 1 
transaction, even though it distributes in 
kind the inventory which is attributable to 
the other business. 

The second change is contained in an 
amendment to section 392 (b) and would 
add a new paragraph (3) thereto. Under 
this amendment, a corporation which adopts 
a plan of liquidation after December 31, 
1953, and before June 22, 1954, and which 
elects tlle nonrecognition of gain or loss for 
sales or exchanges of property provided by 
section 392 (b), may make a supplemental 
election as to the period for nonrecognition. 
If the supplemental election is not made, 
the period for nonrecognition wlll be the 
calendar year 1954. However, if the sup
plemental election is made, the period for 
nonrecognition will be the 12-month period 
beginning on the date of the adoption of the 
plan of complete 11q1,1idation, and that period 
will also be the period within which all dis· 
tributions pursuant to the plan of. liquida
tion must be made. 

Section 392 (b) (2) (B) provides that the 
special rule for sales or exchanges by a cor
poration being liquidated which is contained 
in section 392 (b) will not be available if 
the limitations of section 337 (c) apply 
(that is, among other limitations, if the liq
uidation is one to which sec. 112 (b) (6) 
of the 1939 Code applies, or if the liquida
tion is one to which sec. 332 of the 1954 
Code applies). The limitation of section 392 
(b) (2) (B) will, of course, apply whether 
or not the taxpayer, under section 392 (b) 
(3), elects the optional 12-month period. · 

(e) Collapsible corporations: The Senate 
amendment, in section 341, embodies pro
visions dealing with the problem of the so
called "collapsible corporation" which are 
similar to those contained in section 117 (m) 
of the Internal .Revenue Code of 1939, but 
which contain certain provisions designed to 
meet more effectively the tax avoidance prob
lems in this area. One of the additional safe
guards contained in the Senate amendment; 
and not contained in existing law, is a pre
sumption that certain corporations holding 
a large percentage of "section 341 assets" 
are collapsible corporations. The amend
ment to section 341 (c) (2) (B) recommend
ed in the accompanying conference report is 
designed to prevent a corporation from cir
cumventing the new presumption merely by 
acquiring certain governmental obligations 
issued ol]. a discount basis which, for pur
poses of section 341, should be treated the 
same as cash or capital assets, but which 
would not (but for this amendment) be so 
treated. 

(f) Distribution of stock o! controlled 
corporation: The accompanying coiiference 
report contains ail amendment to section 
355 (a) (1) (B). Under the Senate amend
ment, this provision stated that the non
recognition of gain or loss on distribution of 
stock or securities o! a controlled corpora
tion therein provided would not apply if the 
transaction was used principally as a device 
for the distribution of the earnings and prof
its of the distributing corporation or the 
controlled corporation, or both. The amend
ment provides that the mere fact that sub
sequent to the distribution stock or securi
ties in one or more of such corporations are 
sold or exchanged by all or some of the dis
tri.butees (other than pursuant to an ar
rangement negotiated or agreed upon prior 
to such distribution) shall not be construed 
to n:..ean that the transaction was used prin
cipally as such a device. 

A new subparagraph (D) is added to sec
tion 355 (b) (2) in order to insure the effec
tiveness of the requirement of that section 
that the active business of the corporation 
the stock of which is distributed must, in 
general, have been conducted by, or held in a 
corporation controlled by, the distributing 
corporation for a period of 5 years. The new 
subparagraph adds a new condition for de
termining when a ·corporation is engaged in 
the active conduct of a trade or business. 
Under clause (i) of the subparagraph, the 
corporation wm not be considered in the 
active conduct of a business if control of a 
corporation, which (at the time of acquisi
tion of control) was conducting such busi
ness, was acquired directly (or through one 
or more corporations) by another corpora
tion within the 5-year period ending on the 
date of the distribution. This requirement 
will prevent avoidance 9f the 5-year rule of 
the Senate amendment, for example, under 
the following circumstances: The stock of 
corporation A which owned all of the stock 
of a subsidiary which was conducting an 
active business was purchased by corporation 
B. Before such purchase, corporation B 
owned only one active business but had cash 
and other liquid assets. It desired to dis
tribute the active business under section 355 
·(a). Without the amendment it might be 
held that corporation B could merge "down
stairs" with corporation A, and A could meet 
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the test of section 355 (b) (1) by reference 
to the business formerly held by corporation 
B and its own business even though one of 
the businesses had, in effect, been purchased 
less than 5 years prior to the distribution. 
. In section 355 (a) (3), the phrase "by 
reason of any transaction which occurs with
in 5 years of the distribution of such stock" 
has been inserted in lieu of the phrase "With
in 5 years of its distribution, in a transac
tion". The effect of this change is to make 
certain that, in addition to t1·eating stock 
of .a controlled corporation purchased direct
ly by the distributing corporation as "other 
property," similar treatment will be given 
such stock if it is purchased within 5 years 
through the use of a controlled corporation 
or of a corporation which, prior to a "down
stairs merger", was in control of the distrib
uting corporation. For example, if the par
ent corporation has held 80 percent of the 
stock of an active subsidiary corporation 
tor more than 5 years but purchases the re
maining 20 percent of such stock within the 
5-year period, and distributes all of the 
stock, gain or loss will not be recognized nor 
-will dividend treatment be accorded the 
stock distributed to the extent of 80 per
cent. The 20 percent of the stock will be 
treated as "other property" for purposes of 
section 356. Similarly, under the amend
ment made, where such parent causes an
other subsidiary to acquire the 20 percent 
of the stock and then itself acquires such 
stock in a liquidation in which no gain or loss 
is recognized to such parent under section 
332, or where the subsidiary having held 80 
percent of the stock of · its subsidiary for 
more than 5 years, acquires the 20 percent 
of the stock which has been purchased by 
the parent within the 5-year period through 
a nontaxable "downstairs" merger of the 
parent into the subsidiary, and all of the 
stock is distributed, such 20 percent of the 
stock will in either case be treated as "other 
property." 

In the case in which a parent corporation 
has held 20 percent of the stock for more 
than 5 years and purchases the remaining 
80 percent, and distributes all of the stock 
at any time within 5 years after ·such pur
-chase, it is not intended that either section 
355 or 356 shall apply to the distribution. 

It is the understanding of the managers 
on the part Of the House, in agreeing to the 
active business requirements o! section 355 
and of section 346 · (defining partial liquida
tions), that a trade or business which has 
been- actively conducted throughout the 5-
year period described in such sections will 
meet the requirements of such sections, even 
though such trade or business underwent 
change during such 5-year period, for exam
ple, by the addition of new, or the dropping 
of old, products, changes in production ca
pacity, and the like, provided the changes 
are not of such a character as to constitute 
the· acquisition of a new or different business. 

Neither the clariflcatic;m of section 112 (c) 
(2) of the 1939 Code by the House in its bill, 
nor the return to substantially the language 
of that section by the Senate in its amend
ment, nor the recession by the managers on 
the part of the House in conference, shall 
be considered in interpreting section 112 
(c) (2) of the 1939 Code. 

(g) Carryovers: Section 381 of the House 
bill provided for the carryover of 16 specific 
tax attributes or items from one corporation 
to another ln. certain nontaxable reorgan
iZations and liquidations. The Senate 
amendment made conforming and techni
cal changes in the Hquse provisions and 
added two additional items to the list of 
carryover items. 

The effect of the a.Ction recommended in 
the accompanyin·g conference report would 
be · to accept the text of section 381, as con
tained in the Senate amendment, with 'two 
amendments. The first amendment 1s to 

paragraph (5) of section 381 (c) and au
thorizes the Secretary or h,is del.egate to issue 
regulations pursuant to which an acquiring 
corporation shall adopt a metP.od or com
bination of methods of taking inventory 
in those cases where the carryover of t,he 
method of taking inventory results in the 
acquiring ·corporation having more than one 
such method. 

The second amendment is necessary to 
conform section 381 to section 170 (b) (2). 
This amendment (which adds a new para
graph ( 19) to section 381 (c) ) provides for 
the carryover to the acquiring corporation 
of the right to deduct, subject to the limi
tations in section 170 (b) (2), charitable 
contributions made in the taxable year end
ing on the date of distribution or transfer, 
or made in the prior taxable year, by the 
distributor or transferor corporation in ex
cess of the 5-percent limitation. Such con
tributions made in the taxable year preced
ing the taxable year ending on the date of 
distribution or transfer will be deductible by 
the acquiring corporation, subject to the 
limitations in section 170 (b) (2), only in 
the first taxable year beginning after the 
date of distribution or transfer. Such con
tributions made in the taxable year ending 
on the date of distribution or transfer will 
be deductible by the acquiring corporation, 
subject to the limitations in section 170 (b) 
( 2) ' in the first taxable year and the second 
taxable year beginning after the date of 
distribution or transfer. Thus, unlike the 
carryover of a net operating loss or a capital 
loss under paragraph ( 1) or . ( 3) of section 
381 (c) (where, if the. date of distribution 
or transfer is on other than the last day 
of the acquiring corporation's taxable year, 
the amount deductible ·in the first taxable 
year is limited by a ratio), the ainount de
ductible in the first taxable year of the ac
quiring corporation under paragraph (19) is 
not limited by a ratio because such first 
taxable year does not begin until after the 
date of distribution or transfer. For ex
ample, if corporation X ·merges into cor
poration Y on July 1, 1955, and corporation 
X, in its taxable year ending on July 1, 1955, 
has made charitable contributions exceed
ing the limitation in section 170 (b) (2) by 
$5,000, such excess will be deductible by Y, 
subject to the limitations in section 170 (b) 
(2), in Y's first and second taxable years 
beginning after July 1, 1955: 

Section 382 of the House bill contained a 
;Special limitation reducing the carryover of 
a corporate net operating loss if, during two 
consecutive taxable years, there was a 50 
percent or more change in the ownership ot: 
the participating stock of the corporation 
py reason of a purchase or redemption of the 
stock. 

The Senate amendment modified the limi· 
tation in the House bill and added a new 
limitation which was applicable in certain 
nontaxable reorganizations. In the case of 
a 50 percent or more change of ownership by 
reason of a purchase or redemption of stock, 
the Senate amendment completely elimi
nated the net operating loss carryovers pro
vided the corporation did not continue to 
carry on a trade or business, substantially 
the same as that conducted before the change 
of ownership. If the corporation continued 
to carry on substantially the same trade or 
business, the limitation would not be ap
plicable even though the corporation also 
added a new trade or business. In the case 
of certain nontaxable reorganizations, the 
Senate amendment provided for a reduction 
in the net operating loss carryovers if the 
stockhol~er~ of the loss corporation owned, as 
a result of ownip.g stock in the loss corpora
tion, less than 20 percent of the stock of the 
acquiring corporation. The Senate am.end
ment also madf;l. some changes "to conform 
section 382 to other changes which it made 
in the Ho1,1se provisions. These changes in
cluded the elimination of the term "partie!-

pating" from the de!inition of stock. The 
definition of stpck in the Senate am,!:!ndment 
excluded ordina.ry preferred s,tock but is in
tended to. include stock having substantially 
the attributes of common stock evep though 
nonvoting . 

The effect of _.the action recommended in 
the accompanying conference report would be 
to accept the text of section 382, as contained 
in the Senate amendment, with two changes. 
The first adds to section 382 (a), a paragraph 
(4), definition of purchase, which is similar 
to the definition in section 382 of the House 
bill. The second change adds paragraphs ( 5) 
and (6) - to section 382 (b). Under para
graph (5) , if one of the corporate stock
holders of the loss corporation is also a party 
to a reorganization specified in section 382 
(b) (1), even though such stockholder dis
appears in the reorganization or becomes the 
acquiring corporation in t,he reorganization 
(and hence, in either case, would not own 
stock in the acquiring corporation imme
diately after the reorganization), such stock
holder will be considered to own a percent
age of the stock of the acquiring corporation. 
Such percentage will be determined by the 
following ratio: 

X (the percentage of stock of the acquir
ing corporation considered to be owned by 
such stockholder immediately after the re
organization) is to the percentage of stock 
of the loss. corporatlon owned immediately 
before the reorganization as the value of the 
total outstanding stock of the loss corpo
ration immediately before the reorganiza
tion is to the value of the total outstanding 
stock of the acquiring corporation immedi
ately after the reorganization. · 

Paragraph (6) added to section 382 (b) 
permits stockholders of the loss corporation 
who own, as a result of the reorganization, 
stock of a corporation controlling the ac
quiring corporation to treat such stock as· 
if it were an equivalent amount (measured 
by value) of stock of the acquiring corpora
tion for the purpose of applying the limita
tion in section 382 (b). This is not intended 
to permit a corporation desiring the benefits 
of a net operating loss carryover from anoth
er corporation to water down the 20-percent 
requirement by first combining a subsidiary 
which can meet the 20 percent test with the 
loss corporation and then completely liqui
dating the enlarged subsidiary. The re
quirement that the shareholders of a loss 
corporation have a 20 percent continuity of 
interest is intended to apply to an interest 
in the corporation desiring to use the net 
operating loss carryover. 

(h) Effective date: The Senate amendment 
contained a June 22, 1954, effective date for 
the reorganization provisions. When this 
was added on the floor of the Senate, the 
June 18, 1954, effective date for liquidations, 
for distributions of section 306 stock, and 
for certain other provisions of subchapter 
C, was not changed. Because it is imperative 
that all of the provisions in this highly inter
related field be coordinated and that the 
transactions, at the corporate and the share
holder level, be provided for to the maximum 
extent practicable by the same statute, the 
remaining effective date provisions of sub
chapter C which heretofore were stated in 
terms of June 18, 1954, have been changed 
also to June 22, 1954. 

,The accompanying conference report also 
contains three amendments to section 333 
(the provision of the bill which corresponds 
to section 112 (b) ( 7) of the 1939 Code) • 
The effect of these amendments is to change 
:from August 15, 1950, to January 1, 1954, 
the date for determining whether a corporate 
shareholder shall be excluded from the bene
fits of section 333, and the date :tor deter
mi~ng whether securities shall be taxed as 
1:t cash were distributed. 

(i) Liquidation followed by reincorpora
tlon: The House bill 1n section 357 contained 
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a provision dealing with a device whereby 
it has been attempted to withdraw corporate 
earnings at capital gains rates by distribut
ing all the assets of a corporation in com
plete liquidation and promptly reincorporat
ing the business assets. This provision gave 
rise to certain technical probl~ms and it has 
not been retained in the bill as recommended 
by the accompanying conference report. It 
is the belief of the managers on the part of 
the House that, at the present time, the pos
sibility of tax avoidance in this area is not 
sufficiently serious to require a special stat
utory provision. It is believed that this pos
sibility can appropriately be disposed of by 
judicial decision or. by regulation within the 
framework of the other provisions of the bill. 

Amendment No. 83: Sections 401, 402, 403, 
and 501 (e) of the House bill made basic re
visions in the provisions of the 1939 Code 
relating to qualification of stock bonus, pen
sion, and profit-sharing plans; taxability of 
distributions from employees' trusts; tax
ability of employee annuities; and deduc
tions for contributions of an employer to an 
employees' trust or annuity plan. Senate 
amendment No. 83 res~ored the provisions of 
the 1939 Code which govern these areas, 
with certain exceptions, most of which were 
contained in the House bill. 

The Senate amendment added to section 
401, relating to requirements for qualifica
tion of an employees' trust, a provision which 
was not contained in the House blll but 
which is identical to existing law, relating to 
certain retroactive changes in a plan (sec. 
401 (b) of the Senate amendment). Under 
this provision, a stock bonus, pension, profit
sharing, or annuity plan is considered as 
satisfying certain qualification requirements 
for employees' trusts for the period begin
ning with the date on which it was put mto 
effect and ending with the 15th day of the 3d 
month following the close of the taxable 
year of the employer in which the plan was 
put in effect, if all provisions of the plan 
which are necessary to satisfy such require
ments are in effect by the end of such peri
od and have been made effective for all pur
poses with respect to the whole of such 
period. 

The provisions of the House bill relating 
to the treatment of trusts created or organ
ized outside the United States were retained 
in the Senate amendment (sees. 401 (a) and 
404 (a) (4) of the Senate amendment). In 
addition, the Senate amendment added a 
section 402 (c) which provides that, for 
purposes of taxing the beneficiary, an em
ployees' trust which would qualify for ex
emption from tax under section 501 (a) ex
cept for the fact that it is a trust created or 
organized outside the United States shall be 
treated as if it were a trust exempt from tax 
under section 501 (a). 

The House bill retained the provision of 
existing law which grants capital-gains treat
ment for lump-sum distributions from em
ployees• trusts on death or other separation 
from service, and also provided capital-gains 
treatment for lump-sum distributions from 
employees' trusts on death after separation 
from service. Similar capital-gains treat
ment for lump-sum distributions on death or 
other separation from service and death aft
er separation from service was provided by 
the House blll in connection with employee 
annuities. These provisions were retained 
by the Senate amendment (sees. 402 (a) (2) 
and 403 (a) ( 2) ) • For purposes of these 
provisions, the lump-sum distributions en
titled to the capital-gains treatment are de
fined to mean the balance to the credit of 
an employee which becomes payable to a 
distributee on account of the employee's 
death or other separation from the service 
or on account of his death after separation 
from the service. This will insure that a 
partial distribution, for example, annuity 
payments received after retirement, will not 
defeat application of the capital-gains treat-

ment to a lump sum received at death. An
other example _ would be a profit-sharing 
plan which provides that an employee is to 
·receive 50 percent of the amount in his ac
count on separation from service and the 
balance wlll be payable to his estate or 
named beneficiary on death. Capital-gains 
treatment will be allowed on the distribution 
made at the employee's death. It should 
also be noted that the distribution on sepa
ration from service would not receive capi
tal-gains treatment since the balance to the 
credit of the employee means the total 
amount in his . account on separation from 
service. 

The Senate amendment, like the House 
bill, provided capital-gains treatment in cer
tain cases where distributions are made on 
termination of a plan if such termination 
is incident to the complete liquidation of 
the corporate employer (sec. 402 (e)). How
ever, the Senate amendment restricted the 
provision so that the provision would apply 
only in the case of distributions made after 
December 31, 1953, and before January 1, 
1955, as a result of the complete termination 
of a stock bonus; pension, or profit-sharing 
plan of an employer which is a corporation, 
if the termination of the plan is incident 
to the complete liquidation, occurring in a 
year prior to the calendar year in which any 
such distributions are made, of the corpo
ration, whether or not such liquidation is 
incident to a reorganization as defined in 
section 368 (a). Under the conference 
agreement the· provision will apply if the 
complete liquidation of the corporation oc
curs prior to the date of the enactment of 
this title. 

The Senate amendment contained a provi
sion, which was also in the House bill, re
lating to the shifting, under certain circum
stances, of deductions for contributions 
among members of an affiliated group of 
corporations which has a common profit
sharing plan and, in certain cases, a com
mon stock bonus plan (sec. 404 (a) (3) (B) 
of the Senate amendment). The amend
ment is identical to the provision in the 
House bill except ( 1) it has been extended to 
stock bonus plans in which contributions are 
determined with reference to profits, and (2) 
allocation of the contributions among the 
profit members are not required where a 
consolidated return is filed. 

The Senate amendment provided, like the 
House bill, that for purposes of paragraphs 
( 1) , ( 2) , or ( 3) of section 404 (a) an accrual 
basis taxpayer shall be deemed to have made 
a payment under a plan on the last day of 
the year of accrual if the payment is on ac
count of such taxable year and is made 
not later than the time prescribed by law 
for filing the return for such taxable year 
(including extensions thereof) (sec. 404 (a) 
(6) of the Senate amendment). 

The Senate amendment contained a pro
vision, which was not in the House bill, pro
viding that if contributions are paid by an 
employer under a plan under which ( 1) such 
contributions are held in a welfare trust 
providing at -least (a) payments for medical 
or hospital care for employees and their fami
lies and dependents and (b) pensions on 
retirement or death of employees, and (2) 
such plan is established prior to January 1, 
1954, as a result of an agreement between 
employee representatives and the Govern
ment of the United States during a period 
of Government operation under seizure 
powers of a major part of· the productive fa
cilities of the industry in which such em
ployer is engaged, then such contribution 
shall be deductible under section 162 (relat
ing to trade or business expenses) (sec. 404 
(c) of the Senate amendment)~ The enact
ment of this provision is not intended to 
have any effect on the interpretation of the 
1939 Code. 

The expression in the Senate amendment 
"as a result o! &n agreement'' 1a intended. 

primarily to cover a trust established under 
the terms of such an agreement. It will ·also 
include a trust established under a plan of 
an employer, or group of employers, who are 
in competition with the empldyers whose 
facilities were seized by reason .of producing 
the same commodity, and who would there- · 
fore be expected to establish such a trust as 
a reasonable measure to maintain a sound 
position in the labor market producing the 
commodity. Thus, for example, if a trust 
was «:stablished under such an agreement in 
the bituminous coal industry, a similar trust 
established about the same time in the an
thracite coal industry would be covered by 
this provision. 

If any such trust becomes qualified for 
exemption under section 501 (a) , the de
ductibility of contributions by an employer 
to such trust on or after the date of such 
qualification would no longer·be governed by 
th~ provision, even though the trust may 
later lose its exemption un'der section 501 
(a). . 

The Senate amendment -contained a pro vi- . 
sian which was also in the House bill pre
serving for employers a carryover of unused 
deductions and contributions in excess of 
deductible amounts for taxable years to 
which part I of subchapter D does not apply 
and which would have been deductible in 
later years,if section 23 (p) of the 1939 Code, 
providing for such carryovers, were con
tinued in effect in taxable years to which 
such part applies (sec. 404 (d) of Senate 
amendment). However, the House bill was 
changed by the Senate amendment by add
ing a sentence which will insure that dupli
cate deductions will not be allowed. 

The House recedes with a clerical amend
ment and with the amendment to section 
402 (e) relating to certain plan terminations. 

Amendments Nos. 84, 85, 86, 87, and 88: 
These amendments make clerical and con
forming changes in section 421 of the House 
bill, relating to restricted stock options, and 
the following substantive changes in such 
section: 

( 1) The issuance of a new option, or the 
assumption of an old option, by the em-

. player corporation, or a parent or subsidiary 
of such corporation, as a result of certain 
corporate reorganizations or liquidations will 
not be tre'ated as a modification of the op
tion, provided the employee does not other
wise benefit from such issuance or assump
tion. Furthermore, the employment re
quirement of section 421 (a) is met if the 
employee is employed when the optton is 
exercised, by a corporation issuing or assum
ing such option. 

( 2) The House provision, which permitted 
certain options to qualify even though the 
employee owned more than a 10-percent in
terest in the employer, has been extended to 
apply to such options if they are exercised. 
within 1 year after the enactment of the new 
code. 

(3) The House provision that options 
granted after December 31, 1953, must be 
exercisable only within a 10-year period in 
order to qualify was changed so that the ef
fective date of such provision is June 18. 
1954. 

( 4) The definitions of "parent corpora
tion" and "subsidiary corporation" have 
been changed so as to qualify corporations 
in an unbroken chain where one owns 50 
percent or more of the voting rights in 
another. 

(5) When an estate transfers the stock 
which it acquired by the exercise of a re
stricted stock option, such transfer is to be 
treated as a disposition, and the estate will 
report the gain, if any, required by sectiou 
421 (b) to be treated as ordinary income. · 

(6) TJle distinction between options which 
are exercisable after 10 years, and those 
which are not, has been removed in applying 
the rules for determin_ing what is a m<>4ifi
cation, extension, or renewal of the option; 
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and the higher value test has been restored 
except in situations in which there has been 
a prolonged decline in the value of the stock. 

(7) The provision, which enables options 
with a variable price to qualify when 
granted, was modified so that it was appll
cable just to options in which the only var
iable is the value of the stock. 

The House recedes with an amendment. 
Under the conference agreement the provi
sion relating to variable price options has 
been modified to provide that such options 
may qualify when granted if the price is de
terminable by a formula in which the only 
variable is the value of the stock at any time 
during a period of 6 months which includes 
the time when the option is exercised. Un
d er such provision, an option can qualify 
where the price is determined by reference 
to the value of the stock on any particular 
day during such 6-month period, or by ref
erence to an average value of the stock over 
either the entire 6-month period or over any 
shorter period included in such 6-month 
period. Such 6-month period may begin 
with, end with, or in any other manner span 
the day on which the option is exercised. 
The formula for determining the price may 
depend upon factors other than the value 
of the stock, but if the formula involves any 
variable other than the value of the stock at 
any time during such 6-month period, the 
option cannot qualify under the new provi
sion. Whether a formula does qualify under 
such provision is to be determined when the 
option ts granted and does not depend upon 
the facts as they subsequently develop. 

Amendment No. 89: The House bill permits 
corporations to elect to use as an annual 
accounting period a fiscal year varying from 
52 to 53 weeks. Paragraphs ( 1) and ( 2) of 
the amendment accord the privilege of the 
election to use a 52-53-week year to any tax
payer. Paragraph ( 2) also makes the election 
available with respect to any year ending 
after the date of enactment. Paragraph (3) 
is a technical amendment pertaining to com
putation of the tax when the rates change 
during a taxable year. The House recedes. 

Amendment No. 92: The amendment adds 
a provision to section 452 of the House bill, 
relating to prepaid income. Under the 
amendment prepaid income related to a 
liability covering an indefinite period may 
under regulations prescribed by the Secre
tary or his delegate, be includible in taxable 
Income as it is earned in the year of receipt 
and subsequent years. The House recedes. 

Anfendment No. 93 (1): The House b111 
-provides that in the case of sales of real 
property or casual sales of personal property 
the installment method of reporting taxable 
income may be used if in the year the pay
ments were first received such payments do 
not exceed 30 percent of the selling price. 
The Senate amendment provides that such 
sales may qualify for reporting under the 
Installment. method if in the year of sale 
either no payments are received, or the pay
ments in that year do not exceed 30 percent 
of the selling price. The House recedes with 
a technical amendment. 

Amendment No. 96: The House b111 pro
vides that an accrual-basis taxpayer must 
accrue real property taxes ratably over the 
period for which the property tax is imposed. 
Under the Senate amendment this rule is 
optional with the taxpayer. The House 
recedes with a clerical amendment. 

Amendments Nos. 97 and 98: These 
amendments relate to the deductions pro
vided tn the House bill for additions to 
reserves for estimated expenses. Section 462 
(a) of the House bill provides that there 
shall be taken Into account a reasonable 
addition to each reserve for estimated ex
penses to which the section applies. Senate 
amendment No. 97 adds the words "(in the 
discretion of the Secretary or his delegate),. 
&Zter "'taken into account... This conforms 

to the~ provisions in the House bill and in 
existing law relating to deductions for addi
tioll$ to reserves for bad debts. Amend
ments Nos. 98 (1) and (3) are conforming 
amendments. Amendment No. 98 (2) pro
vides that deductions for estimated expenses 
must be attributable to income of the tax
able year or prior taxable years for which an 
election to estimate expenses -is in effect. 
Amendment No. 98 (4) clarifies the deduct
ibility of expenses incurred in 1954 and in 
subsequent years which are related to income 
of taxable years preceding the first year of 
election. The House recedes. 

Amendment No. 99 : This amendment and 
amendment No. 100 pertain to adjustments 
required by changes in methods of account
ing. The House bill provides that adjust• 
ments in the year of change arising out of a 
change of method of accounting, whether 
voluntary or involuntary, may be made in 
order to prevent the omission or duplication 
of income, as contrasted to certain court de
cisions under present law which bar any such 
adjustments on the grounds that they relate 
to years closed by the statute of limitations. 
Amendment No. 99 limited transitional ad
justments (whether voluntary or involun
tary) to those in respect of any taxable year 
to which the new cOde applies. The House 
recedes with a technical amendment. 
~ Amendment No. 100: The House bill tn 
case of a change in method of accounting 
provided that, if the transitional adjust
ments increase taxable income by more than 
$3,000, the net transitional adjustments shall 
be spread ratably over the year of change 
and the 2 preceding - taxable years, or the 
year of the change, whichever resulted in the 
lesser income tax liability. The Senate 
amendment provides an additional limita
tion so that if a taxpayer's records are ade
quate and can support an allocation of the 
transitional adjustments to years prior to 
the year of change (but not including any 
year to which the 1954 Code does not apply) 
then the tax resulting from the adjustments 
in the year of change cannot exceed the ag
gregate of the taxes computed on the taxable 
income resulting from the allocation of the 
transitional adjustments to the prior years. 
The House recedes. 

Amendment No. 102 (2): The House bill 
provides for exemption from income tax of 
certain corporations and foundations or
ganized and operated exclusively for re
ligious, charitable, scientific, or educational 
purposes. The Senate amendment extends 
the exemption to an organization engaged in 
testing for public safety if it meets the same 
requirements imposed on tax-exempt 
scientific, educational, etc., organizations. 
The House recedes. 

Amendment No. 102a (2) : The House bill 
provided that certain organizations (corpo
rations, funds, etc., organized and operated 
exclusively for religious, charitable, etc., pur
poses) described in section 501 (c) (3) will 
lose their tax-exempt status if any substan
tial part of the activities is carrying on 
propaganda, or otherwise attempting to in

.fiuence legislation. The Senate amendment 
provides that such organizations will lose 
their tax-exempt status if they participate 
or intervene (including the publishing or 
distributing of statements) in a political 
campaign on behalf of any candidate for 
public office. The House recedes. 

Amendment No. 105a: The Senate amend
ment provides that the denial under section 
603 of the House bill of exemption to or
ganizations which engage in prohibited 
transactions will not be applicable to an or
ganization whose principal purpose or func
tion ls to provide agricultural research. The 
House recedes. 

Amendment No. 107: The -House bill pro
vided that an employees' trust would lose its 
tax-exempt status 1f the trust engaged in 

certain specified activities, including the 
lending of its income or corpus without ade
quate security and a reasonable rate of 
interest. 

This amendment is consistent with the 
House provision but allows up to December 
31, 1955, to arrange refinancing for a period 
not extending beyond December 31, 1955, in 
cases where the employees' trust had such 
a loan outstanding as of March 1, 1954. In 
the case of notes payable on demand the 
continuation of the notes beyond December 
31, 1955, without adjusting the terms to meet 
the requirements of adequate security and 
reasonable interest will be considered a pro
hibited transaction. The House recedes. 

Amendment No. 108: The House bill placed 
employees' trusts under the operation of 
certain rules in existing law which deny 
exemption to organizations (which would 
otherwise be tax-exempt) if they unreason
ably accumulate income. The Senate 
amendment restores existing law and thus 
removes employees' trusts from the provi
sions dealing with unreasonable accumula
tions of income. The House recedes. 

Amendment No. 109: Under the House bill, 
paragraph (1) of section 504 (a) which con
tinues present law, specifies as a cause for 
the denial of exemption accumulations of 
income which are unreasonable in amount 
or duration for carrying out the function or 
purpose of the organization claiming the 
exemption. 

This amendment provides that paragraph 
(1) of section 504 (a) shall not apply to 
income attributable to property of a decedent 
dying before January 1, 1951, which is trans
ferred under his will to a trust. This amend
ment further provides that in the case of a 
trust created by the will of a decedent dying 
on or after January 1, 1951, where income is 
required to be accumulated under the man
datory terms of the will creating the trust, 
the rule of paragraph ( 1) shall apply only 
to income accumulated during a taxable 
year of the trust beginning more than 21 
years after the date of death of the last life 
in being designated in the trust instru
ment. The House recedes. 

Amendment No. 110: This amendment 
strikes out section 505 of the House bill which 
established rules as to investments which 
employees' trusts might make. The House 
recedes. 

Amendment No. 110a: This amendment 
provides for the denial of exemption from the 
income taxc in the case of organizations mak
ing donations to subversive organizations or 
individuals and the disallowance of the 
charitable deduction for gifts to certain or
ganizations. Subsection (a) (1) defines a 
subversive organization as any organiza
tion which (A) advocates, abets, advises, or 
teaches the duty, necessity, desirability, or 
propriety of overthrowing or destroying the 
·Government of the United States by force or 
violence, or (B) is on the list of organiza
tions furnished by the Attorney General pur
suant to section 3 of part Ill of Executive 
Order No. 9835 of March 21, 1947, or (C) 
is registered (or required by final order of 
the Subversive Activities Control Board to 
register) with the Attorney General under 
section 7 of the Subversive Activities Control 
Act of 1950. Subsection (a) (2) defines a 
subversive individual. 

The organization which the Secretary or 
his delegate determines has made a dona
tion (other than a donation of necessities, 
and medical and hospital services) to a sub
versive organization or individual would have 
lost its exempt status for at least the taxable 
year in which the determination is made and 
the following year. If the donee organiza
tion or individual signed a sworn statement 
that the donee was not subversive, the section 
would be inapplicable unless one of the donor 
organization's agents, employees or -omcers. 
who actively participated 1n the Jnaking or 
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the donation, knew or had reason to know 
that the donee was subversive. 

To a large extent 'this amendment Intro
duced new concepts although present law 
reaches the same result in many instances. 
Under section 11 of the Subversive Activi
ties Control Act of 1950 organizations re
quired to register under section 7 of such 
act (or required by a final order of the Sub
versive Activities Control Board to register) 
are not exempt and contributions to these 
organizations are not deductible for income
tax purposes. Furthermore, an organization 
devoted to subversive activities would not 
qualify for the exemption under present law 
since its objectives would not be charitable 
or educational (or any of the other listed 
purposes), and the organization could not 
meet the test that no substantial part of the 
activities is carrying on propaganda or other
wise attempting to influence legislation.
The practical application of this principle 
is illustrated by the fact that none of the 
organizations on the Attorney General's list 
are on the list of exempt organizations pub
lished by the Internal Revenue Service. 

The amendment would have introduced 
two new concepts. The amendment would 
have removed the tax-exempt status of any 
organization that makes a donation to any 
subversive organization or individual. A 
large foundation could lose its exemption 
unless every foreign farmer to . which it 
furnished fertilizer signed the sworn state
ment and all the sworn statements were se
cured by agents of the foundation who were 
not themselves subversive. The burden im
posed upon the organization of determining 
who is a "subv.ersive" imposes tremendous 
difficulties a.nd any mistake, however minor, 
would seriously curtail the philanthropic ac
tivities of the organization. 

This amendment also denied tax-exempt 
status to organizations placed on the At
torney General's list pursuant to Executive 
Order No. 9835. The standards relied on by 
the Attorney General in placing organiza
tions on this list are established by the 
Executive order and not by statute, for the 
purpose of guiding the executive department 
in its employee loyalty program. To make 
the tax-exempt status of an organization de
pendent upon action by the executive de
partment not guided by statutory standards 
and safeguarded by court review raises a 
serious constitutional issue. 

The present law may not be the most effi
cient method of preventing subversive organ
izations from benefiting from the tax-exempt 
status conferred on religious, charitable, 
scientific, and other organizations who con
tribute so heavily to the general welfare of 
the country. It is recognized that abuses 
may exist. A distinct anomaly is presented 
when an organization actually devoted to 
antisocial action is able to pay less income 
tax than legitimate business activities on the 
ground that the organization professes to be 
devoted to philanthropic work of a type 
which Congress has seen fit to give special 
recognition. The chairman of the Joint 
committee on Internal Revenue Taxation has 
instructed the committee stat! to make a 
study to determine the faults in the present 
law and to explore the possible ways of re
moving this loophole. The Senate recedes. 

Amendment No. 116: Under the House bill 
there is imposed a tax on rental income re
ceived by certain tax-exempt organizations 
to the extent that property, subject to .a 
lease for more than 5 years, was obtained 
with borrowed funds. There is provided an 
exception for certain leases of more than 5 
years, in case of property occupied by more 
than one tenant under short-term leases. 
This amendment provides that a lessor com
ing within the terms of this except1on may 
renew a short-term lease during the last half 
of its term without having the unexpired 
portion of. the first lease added to the se_cond 

lease for purposes of determining whether 
the second lease is for more than 5 years. 
The House recedes. 
· Amendments Nos. 117 (1) and (3): The 

House bill extended the provisions subject
ing to tax certain leaseback income received 
by exempt organizations to -exempt pension 
and profit-sharing trusts. Paragraph ( 1) of 
this amendment provides an effective date 
for the application to employee trusts (or 
wholly owned exempt holding corporations 
acquired by such trusts prior to March 1, 
1954) of the provisions taxing rental income 
received by certain tax-exempt organizations 
to the extent that borrowed funds are used 
to acquire the property. If such an em
ployees' trust, prior to March 1, 1954, incurs 
what would otherwise be business-lease in
debtedness in connection with real property 
which is leased before March 1, 1954, such 
indebtedness shall not be deemed business
lease indebtedness. The amendment further 
provides that if any indebtedness is incurred 
by such a trust on or after March 1, 1954, 
necessary to carry out the terms of a lease 
made before March 1, 1954, it shall not be 
deemed business-lease indebtedness. 

Paragraph (3) of amendment No. 117 pro• 
vides a rule regarding amounts borrowed by 
an exempt pension, profit-sharing, or stock
bonus trust of an employer from another 
exempt trust of the same employer. These 
will only be treated as indebtedness of the 
borrowing trust to the extent that the lend
ing trust was forced to borrow to make the 
loan. The House recedes. 

Amendments Nos. 119, 120, 121, 122, 123. 
124, 125, and 126: These amendments apply 
to part I of subchapter G, which relates to 
the tax on corporations improperly ac-· 
cumulating surplus. Under the'bill as passed 
by the House, publicly held corporations were 
exempt from the corporate accumulated 
earnings tax. This exemption is deleted by 
the Senate amendment. 

The Senate amendment provides that the 
shift in the burden of proof under section 534 
from the taxpayer to the Government applies 
not only in determining whether the earn
ings and profits of the corporation have been 
permitted to accumulate beyond the reason
able needs of the business, but also in de
termining the extent to which the earn
ings and profits of a corporation have ac
cumulated during the taxable year beyond 
the reasonable needs of the business. 

In computing accumulated taxable income 
on which the accumulated earnings tax is 
imposed, the bill as passed by the House 
allowed as a deduction the excess of the net 
long-term capital gain for the taxable year 
over the net short-term capital loss for such 
year (determined without regard to the capi
tal loss carryover provided in sec. 1212). A 
technical amendment by the Senate allows 
the capital-gains tax as a deduction in com
puting accumulated taxable income but re
duces the amount of the deduction for capi
tal gains by the taxes attributable to such 
gains. This amendment conforms to exist
ing law. 
. Under the Senate amendment, the ac

cumulated earnings credit provided in sub
section (c) of section 535 has been amended 
by increasing from $30,000 (the amount pro
·vtded in the House blll) to $60,000 the mini
mum amount of earnings and profits which 
a corporation may accumulate before being 
subject to the accumulated earnings tax. 
The accumulated earnings credit also has 
been expanded, in general, to include the 
portion of the earnings for the current year 
which are retained for the reasonable needs 
of the business. 

A new section 537 has been ·added by the 
Senate amendment to provide that for the 
purposes of part I of subchapter G the term 
"reasonable needs of the business" includes 
the reasonably anticipated needs of the 
business. References to such term in other 

~ctions of part I of subch~pter G have been 
deleted. Various other technical amend
ments were also made by the Senate. 
· The House recedes. 

Amendment No. 127: Section 542 (b) pro
vides that in a case of certain affiliated cor
porations filing or. required to file a consoli
dated return the personal holding company 
tax shall not apply to the group or to any 
member of the group unless the group as a 
whole meets the gross income requirement. 
Under present law, this treatment is avail
able only to railroad corporations. Under the 
House bill, this treatment was extended to 
other corporations with certain limitations. 
Under the Senate amendment, this treat
ment is extended, with two exceptions, to 
any group of affiliated corporations, filing or 
required to file a consolidated return. The 
Senate amendment provides that the con
solidated treatment is not available to an 
affiliated group of corporations other than a 
railroad group if any member of the group 
(including the common parent) derives 10 
percent or more of its gross income from 
sources outside the affiliated group and if 80 
percent or more of such income from outside 
sources consists of personal holding company 
income under section 543. In applying sec
tion 543 for this purpose, the income from 
outside the group shall be treated as if it 
were the entire income of such corporation. 
For the purpose of applying these income 
tests to the common parent corporation,· 
there shall be disregarded dividends from 
any other corporation in which the common 
parent owns more than 50 percent of the 
voting stock if such other corporation is not 
a personal holding company. The Senate 
amendment deletes a requirement of the 
House bill that, in order to qualify for the· 
consolidated treatment, the common parent 
of an affiliated group of corporations, other 
than a railroad group, must derive 80 percent 
or more of gross -income from other members 
of the group for a 3-year period. The Senate· 
amendment also permits-a corporation in the 
group to receive an insignificant amount .of 
personal holding company income from out
side the group without disqualifying the 
group. The House recedes. 

Amendment No. 128: This amendment ex
cludes from personal holding company in
come interest on amounts set aside in a re
serve fund under section 511 or 607 of the 
Merchant Marine Act, 1936. The House re
cedes. 

Amendment No. 129a: This amendment to 
section 543 (b) of the House bill would have 
provided a special exclusion from gross in
come for purposes of determining whether or 
not 80 percent of a corporation's gross in
come is personal holding company income 
and, therefore, whether or not a corporation 
is a personal holding company. The amend
ment provided that, for purposes of part II 
(relating to personal holding companies) 
of subchapter G, gross income was not to 
include nonpersonal holding company gross 
income derived from real property to the 
extent indebtedness with respect to the real 
property is secured by stock or securities 
representing 50 percent or more of the value 
of the indebtedness. Thus, in effect this 
income is ignored in determining whether or 
not a corporation meets the 80 percent test. 

The committee of conference recognized 
that this amendment was intended to block 
a loophole whereby some companies avoid 
the personal holding company tax by pur
chasing sufficient real property (by pledging 
securities held by the company) so that the 
gross income from the property brings down 
to less than 80 percent, the percent of their 
total gross income which is personal holding 
company income. While approving of the 
purpose of the amendment, the managers 
both on the part of the House and of the 
Senate were concerned about a number of 
·problems which it ~aises. It is believed that 
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the amendment might not only close the 
loophole with which the Senate was con
cerned but also subject to the personal hold
ing company tax firms carrying on subs tan- . 
tial operating business activities. The refer
ence to income derived from real property, 
for example, would appear to cover almost 
any type of business operation. While this 
phrase appears too broad, a satisfactory sub
stitute has not been evolved. Under the 
conference agreement, the Senate recedes on 
this amendment, but the Staff of the Joint 
Committee on Internal Revenue Taxation 
has been directed to study this problem with 
the view toward subsequent legislative action 
on this subject. 

Amendment No. 133a: The Senate amend
ment provided that the term "foreign per
sonal holding company" shall not include 
a corporation which is organized and doing 
business under the banking and credit laws 
of a foreign country if the Comptroller of 
the Currency certifies that (except for a 
prohibition against receiving deposits im
posed by the laws of the foreign country) 
the corporation would,. if it were a national 
bank incorporated and doing business in the 
District of Columbia, meet in substance the 
requirements imposed by the laws of the 
United States on such bank. There was no 
comparable provision in the bill as passed 
by the House. 

The House recedes with a modification 
Which provides that the term "foreign per
sonal holding company" shall not include 
a corporation organized and doing business 
under the banking and credit laws of a for
eign country only if it is established to the 
satisfaction of the Secretary of the Treas
ury or his delegate that such corporation 
was not formed or availed of for the pur
pose of · evading -or · avoiding United States 
income taxes which would otherwise be im
posed upon the shareholder,s of the corpora~ 
tion. The conference agreement requires 
the certification at certain intervals that 
the corporation is not so formed or availed 
of. 

Amendment No. 141: This amendment, for 
which there is no corresponding provision 
in the House bill, adds a new section 565 
(relating to consent dividends) which pro
vides a method whereby a corporation may 
obtain a dividends paid deduction without 
the necessity of making an actual distribu
tion. Section 565 corresponds, in general, to 
section 28 of the 1939 Code (relating to con
sent dividends). The House recedes. 

Amendment No. 147: Under paragraphs 
(1), (2), (3), (4), and (5) of section 613 
(b) of the House bill, varying rates of per
centage depletion were provided for a num
ber of specifically named minerals. In the 
case of such specifically named minerals, the 
rates indicated for the particular minerals 
named applied regardless of the use to which 
such minerals were put. For example, sec
tion 613 (b) (3) of the House bill provided 
a 15-percent rate of allowance to chemical 
~rade and metallurgical grade limestone and 
slate; section 613 (b) (4) simil_arly applied 
the tO-percent rate to such minerals as bru
cite, coal, and perlite; and section 613 (b) 
( 5) specified a 5-percent rate in the case of 
such minerals as granite, marble, and stone. 
Section 613 (b) (6) of the House bill speci
fied that "all other minerals" (that is, all 
minerals not otherwise specifically named) 
are entitled to percentage depletion at a 
15-percent rate except that a 5-percent rate 
was provided for in the case of any other 
mineral when used or sold for use by the 
mine owner or operator as riprap, ballast, 
road material, rubble, concrete aggregates, 
dimension stone, ornamental stone, or for 
similar purposes. This is designated as the 
"general use test". The House bill also pro
vided that the term "all other minerals" does 
not include minerals from sea water, the air, 
or from sources which, by commonly ac-

cepted economic standards, are regarded as 
inexhaustible. 

Under the Senate amendment, uranium 
was specifically designated under subsection 
(b) (2) as entitled to percentage depletion 
at a 23-percent rate. In addition, a new sub
paragraph (b) (2) (B) was added which 
applies a 23-percent rate to the following 
minerals if from deposits in the United 
States: anorthosite (to the extent that 
alumina and aluminum compounds are ex
tracted therefrom), asbestos, bauxite, beryl, 
celestite, chromite, corundum, fluorspar, 
graphite, ilmenite, kyanite, m ica, olivine, 
quartz crystals (radio grade), rutile, block 
steatite talc, and zircon, and ores of the 
following metals: antimony, bismuth, cad
mium, cobalt, columbium, lead, lithium, 
manganese, mercury, nickel, platinum and 
platinum group metals, tantalum, thorium, 
tin, titanium, tungsten, vanadium, and zinc. 

The amendment added bentonite to the list 
of minerals specifically named at the 15-per
cent rate and the rate of percentage depletion 
in the case of sodium chloride was increased 
from 5 percent to 10 percent. The amend
ment also provided a 15-percent rate of de
pletion in the case of stone used or sold for 
use by the mine owner or operator as dimen
sion stone or ornamental stone. In addi
tion, the amendment also placed in subsec
tion (b) (6) within the scope of the term 
"all other minerals," a list of specific min
erals, including such minerals as dolomite, 
granite, magnesite, marble, limestone, slate, 
and soapstone, to .which a 15-percent rate 
of depletion is applicable unless used for pur
poses specified in the "general use test" pro
vided for in that subsection. However, the 
"general use test" was modified by the 
amendment so as to exclude from this test 
the use of minerals· as dimension stone or 
ornamental stone. The arp.endment also 
provides that the "general use test" does not 
apply to a m l.neral sold on bid in direct com
petition with a bona fide bid to sell a mineral 
listed in subsection (b) (3). Thus when 
limestone is sold for use as road material 
within an area in which rock asphalt is a 
competitor and a bid was submitted based 
on using rock asphalt rather than limestone 
for road material ~nder the contract, the 
limestone would · be entitled to depletion at 
the 15-percent rate. 

The Senate amendment also removed 
chemical grade limestone, metallurgical grade 
limestone and slate from the list of minerals 
in subsection (b) (3) entitled to a depletion 
allowance of 15 percent regardless of use 
and placed those minerals in subsection (b) 
( 6) so that the use thereof will determine 
whether the 15-percent or the 5-percent rate 
of depletion applies. 

The Senate amendment also made a 
clarifying change in subsection (b) (6) (A) 
and (B) relating to the minerals not in
cluded within the scope of the term "all 
other minerals." 

The action on this section applies only to 
years subject to the 1954 Code. No infer
ence can be drawn from the reclassification 
of certain minerals and other actions as to 
the meaning of present law. 

The House recedes. 
Amendment No. 148: The House bill pro

vided the following ordinary treatment 
processes in the case of coal: Cleaning, 
breaking, sizing, and loading for shipment. 
The Senate amendment extends this list to 
include dust allaying and treating to pre
vent freezing. The House recedes. 

Amendment No. 149: This amendment 
provides that sintering and nodulizing are 
ordinary treatment processes in the case of 
phosphate rock. The House recedes. 

Amendment No. 150: Under the House bill, 
taxpayers were permitted to aggregate cer
tain separate operating mineral interests, 
but only for the purpose of computing per
centage depletion. Paragraph (1) of this 

amendment provides that such an aggrega
tion shall be effective tor all purposes of the 
income-tax subtitle. Paragraph (2) of 
amendment No. 150 is a technical amend
ment. The House recedes. 

Amendment No. 151: This amendment 
eliminates paragraph (4) of section 614 (b) 
of the House bill which provides a rule for 
apportioning depletion allowances in cases 
where there had been an aggregation for 
purposes of percentage depletion. The 
House recedes. 

Amendment No. 152: The House bill made 
no provision for the aggregation of nonop
erating mineral interests. Under this 
amendment the Secretary or his delegate 
may, on showing of undue hardship, permit 
the taxpayer to aggregate (for all purposes 
of the income-tax subtitle) certain separate 
nonoperating mineral interests. The House 
recedes. 

Amendment No. 153: Paragraph (1) of 
this amendment increases the amount of 
exploration expenditures which may be de
ducted or deferred, from $75,000 per annum 
(as allowed under present law and the House 
bill) to $100,000 per annum. Paragraph (2) 
of this amendment contains conforming 
changes. The House recedes. 

Amendment No. 156: The House bill pro
vided that in determining the gain or loss to 
be recognized upon timber which was cut 
during the taxable year the deductions dis
allowed under section 272 of the House bill 
were to -be added to the adjusted depletion 
basis Of such timber. Paragraph (1) of 
amendment No: 156 eliminates this provi
sion because section 272 has been amended 
so as to be inapplicable to timber. The 
House recedes. 

Paragraph (2) of amendment No. 156 pro
vides that for purposes of section 631 (a) 
and (b), the term "timber" includes ever
green trees which are more than 6 years old 
at the time severed from the roots and are 
sold for ornamental purposes. The House 
recedes. 

Section 631 (b) of the House bill cor
responded to section 117 (k) (2) of the 1939 
Code, with certain amendments, and applied 
to both timber and coal. Paragraph (3) of 
amendment No. 156 divides section 631 (b) 
of the House bill into two subsections, the 
first of which (subsec. (b)) applies to timber. 
The Senate amendment eliminates the pro
vision of the House bill which provided that 
in determining the gain or loss from the 
disposal of timber the expenditures of the 
owner for which deductions were disallowed 
under section 272 (b) of the House bill, 
attributable to the making and administer
ing of the contract under which the timber 
was disposed of, and attributable to the 
preservation of the economic interest which 
such owner retained under the contract, 
should be added to the adjusted depletion 
basis of the timber disposed of. The amend
ment also adds a provision that the date o! 
disposal of such timber shall be deemed to 
be the date such timber is cut, but if payment 
is made to the owner under the contract be
fore such timber is cut the owner may elect 
to treat the date of such payment as the date 
of disposal of such timber. The amendment 
also provides that the term "owner" includes 
a sublessor of timber and a holder of a con
tract to cut timber. 

In section 631 (c) the amendment incor
porated the provisions of section 631 (b) of 
the House bill which applied to coal, and 
also extended these provisions to iron ore 
from deposits in the United States. The 
House recedes with an amendment which 
limits the applicability of section 631 (c) to 
coal. 

Amendment No. 157: The House bill pro
vided that if upon the termination of an 
estate or trust there remained any unused 
capital-loss carryover or net operating-loss 
carryover or deductions in excess of gross in-
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come, such carryovers or deductions would be 
allowed to beneficiaries succeeding to the 
estate or trust property. While this provi
sion is in substance retained,. this amend
ment makes clear that the excess of deduc
tions over gross income of the estate or trust 
to be allowed to the succeeding beneficiaries 
is only the excess for the last taxable year, 
i.e., the year of termination, of the estate or 
trust. For clarity, this amendment also 
shifts the provision from section 662 to sec
tion 642. The House recedes. 

Amendment No. 159: This amendment 
changes the definition of distributable net 
income to insure that where capital gains 
must be or are added to principal, they will 
be taxed to the estate or trust. But where 
capital gains are paid, credited, or required 
to be distributed to any beneficiary, or paid, 
permanently set aside, or to be used lor the 
purposes specified in section 642 (c) , such 
gains are to be included in the computation 
of distributable net income. This amend
ment also clarifies the treatment of capital 
losses and makes other technical and clari
fying changes. 

The House recedes. 
Amendment No. 162: In section 663 the 

House bill provided rules pertaining to sec
tions 661 and 662 which excluded from the 
additional deduction allowed a trust or estate 
for distributions under section 661 and from 
the corresponding inclusion of amounts in 
the income of beneficiaries under section 
662 certain distributions, such as charitable 
contributions, final distributions, and gifts 
or bequests not to be paid at intervals and 
not paid solely out of income. 

This amendment substantially revises sec
tion 663. Subsection (a) ( 1) , relating to 
gifts, bequests, etc., which are excluded from 
the application of sections 661 and 662, has 
been clarified in order more clearly to define 
the distributions which are to be excluded 
as gifts or bequests. In general, a gift or 
bequest of a specific sum of money or specific 
property which is paid in a lump sum or in 
not more than three installments is ex
cluded unless it can be paid only from in
come. Technical and clarifying changes are 
also made in subsections (a) (2) and (a) (3) 
of the House blll. 

Subsection (b) as added by this amend
ment is new and gives the right to the 
fiduciaries of certain trusts which were in 
existence prior to January 1, 1954, to make 
an irrevocable election to treat amounts 
properly paid or credited within the first 65 
days of any taxable year of a trust as paid 
or credited on the last day of the preceding 
taxable year. 

Subsection (c) is also new and provides 
that in the case of a trust which has two or 
more beneficiaries and is to be administered 
in well-defined and separate shares, such 
shares are to be treated as separate trusts 
for tQ.e purpose of determining the amount 
of distributable net income available for allo
cation to the beneficiaries. 

The House recedes. 
.Amendment No. 163: This amendment re

vises section 665 of the House bill. 
Paragraph (1) of section 665 (b) is re

vised so that amounts paid, credited, or 
required to be distributed to a beneficiary 
as income accumulated before such bene
ficiary atttains the age of 21 will not be 
included in determining whether there has 
been an accumulation distribution. In this 
respect, this paragraph of the House bill only 
excluded income accumulated during mi· 
nority. 
. Paragraph (2) of section 665 (b) ls re
vised so that an amount properly paid or 
credited to a beneficiary to meet the emer
gency needs of such beneficiary . w1ll not be 
included ln determining whether there :Qas 
been an accumulation distribution. This 
'paragraph of the House bill excluded 
amounts properl7 paid. or credited for the 

support, maintenance, or education of the 
beneficiary. 

Section 665 (b) is further revised by this 
amendment so that amounts properly paid 
or credited to a beneficiary upon such bene
ficiary attaining a specified age or ,ages will 
not be included in the determination of an 
accumulation distribution, if the total num
ber of such distributions cannot exceed 4 
with respect to such beneficiary, the period 
between each such distribution is 4 years 
or more, and as of January 1, 1954, such dis
tributions are required by the specific terms 
of the governing instrument. 

This amendment also adds paragraph ( 4) 
to section 665 (b) to provide that a final 
distribution of a trust shall not be included 
in the determination of an accumulation 
distriQutlon if it is made more than 10 
years after the date of the last transfer to 
the trust. 

Subsection (d) of section 665 is revised 
so that this subpart will apply to a preced
ing taxable year of a trust with respect to 
Which it qualified under subpart B. 

This amendment also makes technical 
changes in section 665. · 

The House recedes with an amendment 
changing the period of 10 years in section 
665 (b) ( 4) to 9 years. 

Amendment No. 165: This amendment re
vises the first sentence of section 668 (a) 
of the House bill so as to make certain that 
a beneficiary receiving a distribution in a 
taxable year which is subject to the provi
sions of this subpart will be subject to the · 
application of this subpart as if such amount 
had been distributed in any preceding tax
able years in accordance with section 666. 
even though during any of such preceding 
taxable years such beneficiary would not 
have been a beneficiary if such distribution 
had actually been made in such preceding 
taxable years. 

In addition, this amendment adds a sen
tence at the end of the first sentence of 
section 668 (a) of the House blll so that it is 
clear that the total of the amounts treated 
under section 666 as having been distributed 
by the trust in preceding taxable years and 
included in the income of a beneficiary in 
the taxable year in respect of which the ac
cumulation distribution is determined shall 
be based upon the same ratio as determined 
under the second sentence of section 662 
(a) (2) for such taxable year. 

The House recedes with an amendment 
providing that proper adjUstment Of such 
ratio shall be made, in accordance with regu
lations prescribed by the Secretary or his 
delegate, for amounts which are not in
cluded in the determination of an accumula
tion distribution since such amounts fall 
within paragraphs (1), (2), (3), or (4) of 
section 665 (b). 

Amendment No. 166: Section 668 (b) of 
the House blll is revised by this amendment 
to permit the credit provided by this section 
to be applied against the entire tax imposed 
on the beneficiaries for the year in which 
the amounts specified in section 668 (a) are 
included in the income of such beneficiary, 
rather than as provided in the House blll to 
limit the credit to the taxes applicable to 
such amounts included in the income of 
such beneficiaries. The House recedes. 

Amendment No. 167: This amendment re
vises section 672 (a) of the House bill so as 
to insure that a person possessing a general 
power of appointment over the trust prop
erty will be treated as having a beneficial 
interest in the trust for purposes of deter
mining whether he is an adverse party within 
the meaning of such section. In addition 
this amendment deletes the word "clear .. 
from subsection (c) of sectlan 672. The 
House recedes. 

Amendment No. 169: These amendments 
amend exceptions to the general rule stated 
ln section 674 (a), providing for taxability to 

the grantor of income of a trust where t~ 
beneficial enjoyment of the trust corpus or 
the income is subject to a power of disposi
tion, exercisable by the grantor or by a non
adverse party or both. 

Section 674 (b) (6) (A) of the House blll 
excepted from the general rule a power to 
distribute or accumulate income for distri
bution to the beneficiary provided that any 
accumulated income must be ultimately 
payable to the beneficiary from whom the 
distribution is withheld, to his estate, tO his 
appointees pursuant to a general power of 
appointment in the beneficiary or to named 
alternate takers in default of his exercise 
of the power of appointment. This amend• 
ment revises section 674 (b) (6) (A) with 
respect to the exception for appointees so 
that the ·accumulated income may be pay
able to appointees pursuant to a special 
power of appointment which does not exclude 
from the class of possible appointees any 
person other than the beneficiary, his es
tate, his creditors, or the creditors of his 
estate. 

Section 674 (b) (8) of the House bill ex
cepted from the general rule a power to 
allocate receipts between corpus and in
come even though the power is expressed in 
broad language. The Senate amendment 
extends the exception also to a power to 
allocate disbursements between corpus and 
income. 

This amendment also adds subsection (d), 
an exception to the general rule that the 
House bill did not contain. Under this sub:. 
section the grantor will not be subject to 
tax by reason of a power exercisable by a 
trustee or trustees, other than the grantor 
or spouse living with the grantor, which 
enables the trustee to apportion income 
among a class of beneficiaries, provided that 
the power is limited by a reasonably definite • 
external standard. 

This amendment further adds to the ex
ceptions in subsections (b) (6) and (d) a 
provision that the exceptions will not apply 
if any person is enabled to add to the class 
of beneficiaries except where the action is to 
provide for after-born or after-adopted chil
dren. Under the House bill, cnly the excep
tions in subsection (b) (5) and (7), and in 
subsection (c) are qualified by this provi· 
$ion. The provision 1s equally applicable to 
the powers in subsections (b) (6) and (d). 
The amendment also makes clarifying 
changes. 

The House recedes. 
Amendment No. 171: Section 676 of the 

House bill provides that the grantor shall be 
taxable on the income of a trust where either 
he, or any person without adverse interest 
(or both), has the power to revest title to 
the trust property in the grantor, except 
where the grantor would not be treated as 
the owner of a trust under section 673 if the 
power were a reversionary interest to take 
effect in possession or enjoyment after the 
expiration of the period specified in section 
673. The Senate amendment adds to the 
House bill a provision to insure that pos
session of the power after the expiration of 
this period w1ll subject the grantor to tax 
in the year in which the power is currently 
exercisable. The House recedes. 

Amendment No .. 172: Section 677 (a) . of 
the House blll provided that income of . a 
trust is to be taxed to the grantor by reason 
of a power to vest the income in him or ap
ply it to his benefit, except in the case of a 
power the exercise of which can only affect 
the beneficial enjoyment of the income after 
the expiration .of a period such that the 
grantor would not be treated as the owner 
under section 673 if the power were a rever
sionary inter~t. This amenq~ent adds a 
provision which specifies that after expira
tion of this period the grantor may be treat
ed as the owner of the trust unless the power 
is relinquished. The House recedes. 
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Amendment No. 174: This amendment 
provides that section 681 (c) (1) will not 
apply in any case to income attributable to 
property transferred to a trust created under 
the will of a decedent dying before January 
1, 1951. It further provides that in the case 
of a trust created by the will of a decedent 
dying on or after January 1, 1951, if the will 
requires income to be accumulated pursuant 
to mandatory terms of the will creating the 
trust, the rule of section 681 (c) ( 1) applies 
only to income accumulated during a tax
able year beginning more than 21 years after 
the death of the last life in being designated 
in the trust instrument. The House recedes 
with a clerical amendment. 

Amendment No. 175: This amendment re
vises section 683 of the House bill. 

The provisions of part I of subchapter J 
are to be applied only to taxable years be
ginning after December 31, 1953, and ending 
after the date of . enactment of this title. 
However, the provisions of part I are not 
applicable in the case of any beneficiary of 
an estate or trust with respect to amounts 
paid, credited, or to be distributed in any 
ta:<able year of the estate or trust to which 
this part does not apply. 

This amendment further revises the provi
sions of the House bill which provided that 
the 1939 Code would not apply to amounts 
paid, credited, or required to be distributed 
within the first 65 days of the first taxable 
yea r of an estate or trust to which the new 
code applies. Under the Senate amend
ment amounts paid, credited, or required 
to be distributed within the first 65 days of 
the first taxable year of an estate or trust 
with respect to which part I of subchapter 
J applies will be treated as paid, credited, or 
required to be distributed on the last day 
of the preceding taxable year and will be 
t aken into account as provided in the 1939 
Code. The House recedes. 

Amendment No. 176: This amendment to 
section 691 (d) of the House bill, relating to 
recipients of income in respect of decedents, 
replaces section 72 (j) of the House bill. 
The House bill provided that in the case of 
primary annuitants. dying after 1953 the sys
tem of present law providing a new start for 
the survivor in a joint and survivor annuity 
would be discontinued. Instead an addi
tional deduction was to be allowed to the 
survivor based upon the estate tax attribut
able to a part ·of the estate-tax value of the 
annuity. This amendment differs in sub
stance from the corresponding provision in 
the House bill only in the manner of comput
ing the part of the estate-tax value. Under 
the House bill the part would have corres
ponded to the relative cost of the survivor 
feature. Under this amendment the part 
corresponds to that amount which the survi
vor expects to receive which is, in fact, in
terest earned during the lifetime of the pri
mary annuitant. The House recedes. 

Amendment No. 177: This amendment In
corporates a new subchapter K dealing with 
partners and partnerships, the provisions of 
which basically retain the analogous pro
visions of the House bill with a number of 
substantial changes and several technical 
and conforming changes. 
1. Summary of major Senate changes ac

cepted by managers on the part of the 
House 
(a) Aggregate rule for contributed prop

erty (sec. 704). Under present law tl:lere is 
considerable doubt as to the determination 
of partners' respective shares of partnership 
gain, loss, depreciation, or depletion with re
spect to property' contributed to the partner
ship QY one of the partners. The House bill, 
adopting the so-called "entity approach," 
stated 'that such items are to be shared by 
the partners in accordance with the partner
ship agreement for sharing gain or loss' gen-
erally. • 

The Senate amendment adopts the House 
provision as a general rule, but permits the ; 
partners, by agreement, to· divide the gain or 
loss, depreciation, or depletion with respect 
to contributed property among the partners 
in a manner which attributes precontribution 
appreciation or depreciation in value to the 
contributor. The Senate amendment pro
vides an additional rule which allocates gain, 
loss, depreciation, or depletion with respect 
to partnership property in which the part
ners held undivided interests in the same 
manner as if there were no partnership, un
less the partnership agreement provides 
otherwise. 

(b) Alternative method of determining 
basis of partner's interest (sec. 705): The 
House bill contained a relatively detailed 
computation for the determination of the 
basis of a partner's interest. The Senate 
amendment retains the House provision in 
substance, but adds an alternative method 
of determination, to be permitted under reg
ulations, by reference to the p artner's pro
portionate share of the adjust ed basis of 
partnership property. · 

(c) Changing or adopting new taxable 
years (sec. 706·): The House bill provided 
that a partnership may not adopt, or change 
to, a taxable year other than the calendar 
year except with the approval of the Secre
tary or his delegate. The Senate amend
ment permits the partnership to adopt, or 
change to, any taxable year without such 
permission if all its principal partners change 
to the same year. The partnership may, 
however, adopt or change to a taxable year 
other than that of all its principal partners 
if a business purpose is established therefor. 

(d) Transactions between partners and 
partnerships (sec. 707): The House provision 
treated sales of property between a partner
ship and a partner having an interest of 50 
percent or more as a contribution to, and a 
distribution from, the partnership so that no 
gain or loss was recognized. In lieu of the 
House rules, the Senate amendment applies 
to partnerships the rules used in the case of 
similar transactions between corporations 
and cont rolling shareholders. A deduction 
for losses is disallowed if the partner has an 
interest in the partnership of more than 50 
percent. Capital gain on the s ale of depre
ciable property is recognized unless the part
ner has a partnership interest of more than 
80 percent, in which case the gain is to con
stitute ordinary income. 

Both the House provisions and the Senate 
amendment provide for the use of the 
"entity" approach in the treatment of the 
transactions between a partner and a part
nership which are described above. No in
ference is intended, however, that a partner
ship is to be considered as a separate entity 
for the purpose of applying ot her provisions 
of the internal revenue laws if the concept 
of the partnership as a collection of indi
viduals is more appropriate for such pro
visions. An illustration of such a provision 
is section 543 (a) (6), which treats income 
!rom the rental of property to shareholders 
as personal holding company income under 
certain conditions. 

!terns and unrealized receivables, however, 
is limited to the basis for such property to 
the partnership in the case of both liqui
dating and nonliquidating distributions. 
Where the partner receives a basis !or the 
property differing from its basis to the part
nership, the partnership is permitted to ad
just the basis of its assets to refiect this 
difference. 

(f) Payments to a retiring partner or suc
cessor of a decea"Sed partner (sec. 736): Un
der both the House bill and the Senate 
amendment, payments made by a partner
ship to a retiring partner or a successor of 
a deceased partner in excess of the value of 
his capital interest are treated as income to 
the recipient and a deduction to the remain
ing partners. The recipient retired partner, 
estate, or successor is to be treated in the 
same manner as a partner and, consequently, 
the payments, determined with respect to a 
partnership taxable year, are to be treated 
as income to the recipient for his taxable 
year with, or within, which such partner
ship year ends. 

Under the House bill, however, the treat
ment described above for payments other 
than for a capital interest was to apply only 
to payments received within 5 years after 
death or retirement. If received after this 
period, they were treated as a gift by the 
remaining partners to the retiring partner 
or heirs of the deceased partner. The Sen
ate amendment strikes out the 5-year limi
tation and treats such payments as income 
to the recipient and a deduction to the part
nership regardless of when paid. 

(g) Transfers of an interest in the part
nership (sees. 741-743): The House bill pro
vides for an elective adjustment to the basis 
of partnership property on a transfer of a 
partnership interest. This adjustment would 
have resulted in tax benefit or detriment to 
all the partners. Under the Senate amend
ment the adjustment, to the extent it rep
resents appreciation or depreciation in the 
value of partnership assets after their con
tribution to the partnership, is available 
only to the transferee partner. 

(h) Collapsible partnerships and other 
provisions common to distributions and 
transfers (sees. 751-755): Both the House bill 
and the Senate amendment provide for the 
treatment as ordinary income of certain gain 
from the disposition of an interest in a "col
lapsible partnership." The Senate amend
ment, however, made several technical 
changes in the House bill. Among these is 
the elimination of a special exclusion for a 
transferee in such a partnership, which un
der the House bill can be used to offset cer
tain income from unrealized· receivables or 
inventory items subsequently received by the 
partnership. Under the Senate amendment, 
the transferee may, if the partnership so 
elects, obtain a special basis for such part
nership assets under the provisions of sec-
tion 743 (b). · 

(i) Effective dates (sec. 771): The Senate 
amendment makes the provisions of sub
chapter K applicable for partnership years 
beginning . after December 31, 1954, instead 
of after December 31, 1953, as provided by 
the House bill. The provisions dealing with 
collapsible partnerships (sec. 751) and the 
character of gain or loss on the sale by a 
partner of unrealized receivables or inven
tory items distributed to him (sec. 735 (a)) 
are made effective for transactions after 
March 9, 1954. The provision dealing with 
adoption or change of taxable years of part
nerships and partners (sec. 706) is made 
effective for taxalne years beginning after 
April 1, 1954. 

(e) Distributions (sees. 731-735): The 
House bill provided that in the case of dis
tributions, whether or not in eomplete liqui
dation of a partner's interest, the distributed 
property was in· general to have a basis to 
the distributee equal to i t s basis to the part
nership, and that gain or loss was to be 
recognized on the difference between the 
basis of the distributed property and that 
of the distributee's partnership interest. 
The Senate amendment retains the use of 
the carryover basis for nonliquidating dis
tributions, but provides in the case of liqui- 2. Modificati ons of Senate amendment under 
dating distributions that the distributee's confer ence agreemen t 
basis for the property. received is to be equal The House agrees to Senate amendment 
to the basis of his partnership interest less numbered 177 with amendments. Except for 
any money received. 7'be basis of iriventory ~ ~lerical and conforming amendments, the 
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changes tn the Senate amendment proposed 
under the conference agreement are ex-
plained below: . 

(a) Closing of partnership year (see. 706 
(c) ) : Section 706 (c) ( 2) , as modified under 
the conference agreement, makes clear that 
a partner who sells or exchanges his interest, 
or who completely retires from a partner
ship, must include in his return his dis
tributive share of partnership income, gain, 
loss, or other items described in section 
702 (a) for the period ending with the sale, 
exchange. or liquidation. Thus if the part
nership taxable year ends on December 31, 
1955, and the partner retires or sells his 
interest on June 30, 1955, he must, under 
regulations, inqlude in his taxable income 
his share of section 702 (a) items accruing 
to June 30, 1955. In this case, the Secretary 
may by regulations permit the partner to 
estimate this share by taking the pro rata 
part ( det·ermined according to the portion of 
the taxable year of the partnership which 
has elapsed prior to the sale) of the amount 
of such items he would have included. had 
he remained a partner until the end of the 
partnership year, thereby avoiding the ne
cessity of an interim closing of the partner
ship books. 

The application of section 706 (c) (2), as 
modified under the conference agreement, 
may be illustrated as follows: Assume that 
a partner selling his partnership interest on 
June 30, 1955, has a basis for his interest of 
$5,000, that his pro rata share of partnership 
income and gain up to that date is $15,000, 
and that he sells his interest for $20,000. 
His partnership year closes at the time of the 
sale and the $15,000 is includible in his · re
turn as ordinary income or capital gain de
pending on the nature of the gain to the 
partnership. This recognition of income 
and gain incr"ases the basis Of the partner
ship interest to $20,000 so that no further 
gain is recognized on the transfer. The 
transferee includes in his income only his 
distributive share for the remainder of the 
partnersl).ip year. 

The paragraph, as modified, also provides 
that the taxable year of a partner whose 
interest is liquidated upon his death under 
the partnership agreement is not to close 
prior to the end of the partnership year. 

(b) Continuation of partnership (sec. 
708): section 708 under the conference agree
ment provides that a sale or exchange within 
a 12-month period of 50 percent or more of 
the total interest both in partnership capital 
and partnership profits will be considered 
~sa termination of a partnership. However, 
a disposition of such interests by gift or on 
the death of a partner will not result in such 
a termination. 

(c) Special partnership basis of distributed 
property to a transferee (sec. 732 (d)): Sec
tion 732 (d) under the conference agreement 
applies only where the partnership has not 
made an election under section 754 to adjust 
the basis of partnership property at the time 
the partner acquired his interest. If such an 
election were in effect, the transferee would 
have a special basis adjustment allocable to 
him for purposes of such a distribution 
under the provisions of section 743 (b). 
Under the conference agreement, section 
732 (d) permits a transferee partner, receiv
ing a distribution of partnership property 
(other than money) within 2 years after 
acquiring his interest, to elect the same 
treatment he would be accorded if he had 

.a special basis adjustment with respect to 
the partnership property under section 743 
(b) (see the discussion of that section). 

The Senate amendment stated that the 
provisions of section 732 (d) could be made 
mandatory under regulations when there 
was a distribution to a transferee partner, 
whether or not made within 2 years after 

the transferee acquires his interest, if the 
fair market value of the distributed property 
(including money) exceeds 11.0 percent of its 
adjusted basis to the partnership immedi
ately before the distribution. Under the 
conference agreement the provisions of sec
tion 732 (d) may be made mandatory only 
if the fair market value of all the partner
ship property at the time of the transfer 
exceeds 110 percent of its adjusted basis at 
such time. 

(d) Optional adjustment to basis of part
nership property (sec. 743 (b)): The con
ference agreement provides a simplified for
mula for the determination of the elective 
special adjustment to the basis of partner
ship property on the transfer of a partner
ship interest by a partner. Under the rule 
provided, a purchaser or heir of an interest 
in a partnership will generally receive the 
same special basis with respect to the part
nership property regardless of which of the 
interests is acquired. 

The Senate amendment made the· amount 
of tbe adjustment depend on the difference 
between the transferee's basis for his inter
est in the partnership and the transferor's 
adjusted basis for the interest immediately 
prior to the transfer. The conference agree-

Assets 

Cash _________________ --------------
Accounts receivable _______________ _ 
Property X (inventory) ______ _____ _ 
Property Y (depreciable asset) ____ _ 

Adjusted Market 
basis value 

$5,000 
10,000 
20,000 
20,000 

$5,000 
10,000 
21,000 
40, 000 

TotaL •• ----------------·----- 55, 000 76,000 

Assume further that all partners share 
equally in profits and that the partnership 
has made the election to adjust the basis of 
partnership assets upon the transfer of a 
partnership interest. 

The amount of the adjustment under sec
tion 743 (b) is determined by comparing the 
basis of the transferee for his interest in the 
partnership With his proportionate share of 
the adjusted basis of partnership properties. 
The basis of the· transferee's interest is 
$25,333, the value of his capital interest on 
A's death, $22,000, plus his proportionate 
share of partnership liab111ties, $3,333 
($10,000, the total partnership liab111ties, 
divided by 3). The transferee partner's pro
portionate share of the adjusted basis of the 
partnership property is $18,333 ($55,000, the 
total adjusted basis of partnership property, 
divided by 3). Thus, · the amount to be 
added to the basis of partnership property 
under section 743 (b) is $25,333 less $18,333, 
or $7,000. It should be noted that the 
amount of the adjustment is not dependent 
on the basis of the transferor's interest in 
the partnership. Under the conference 
agreement, the amount of the adjustment 
under section 743 (b) is the same whether 
the transferee acquired his interest from A, 
B, or c, either as an heir or as a purchaser. 

The manner of allocating the $7,000 among 
the partnership properties and the effect of 
the transferee's special basis for purposes of 
computing gain ·upon the sale of partnership 
property, depreciation or depletion and for 
determining the basis of property distributed 
to the transferee, is the same as under the 
Senate amendment. 

The provision in subsection (b) that a 
partner's proportionate share o:f the adjusted 
basis of partnership property is to be de
termined by taking into account a partner
ship agreement described in section 704 (c) 
_(2) ~th res}>ect to contributed property 

ment provides that in the case of a "trans
fer, the adjusted basis of partnership prop
erty is to be increased or decreased by the 
difference between the transferee's basis for 

his partnership interest and his proportionate 
share of the adjusted basis of all partner
ship property. The amount of the increase 
or decrease is to constitute an adjustment 
affecting the transferee partner only . . A 
partner's proportionate share of the ad
justed basis of partnership property is to be 
determined in accordance with his interest 
in · partnership capital. Thus if a partner's 
interest in such capital is one-third, his pro
portionate share of the adjusted basis of 
partnership property will, in general, be one
third of such basis. Where, however, an 
agreement with respect to contributed prop
erty is in effect, the agreement must be taken 
into account in determining a partner's pro
portionate share. 

The application of section 743 (b), as 
agreed to by the conferees, may be illustrated 
a~ follows, using an example analogous to 
that i-n the report of the Finance Committee 
(S. Rept. 1622, 83d Cong., 2d sess., page 398). 

Assume that partner A dies when the bal
ance sheet of the ABC partnership is as 
follows: 

Liabilities and capital 

Liabilities-------------------------
Capital: 

A.--------------------------~
B- ---------------------------
C- -- -------------------·------

Adjusted Market 
basis value 

$10,000 

12,000 
15,000 
18,000 

$10,000 

22,000 
22,000 
22,000 

TotaL·---·----------------- 55,000 76, Ooo 

may be illustrated by the following ex
amples: 

(A) Assume that A and B form a partner
ship AB to which A contributes property X, 
a depreciable asset worth $1,000, with an 
adjusted basis to him of $400 and to which 
B contributes $1,000 in cash. Assume further 
that during the partnership's first taxable 
year property X appreciates in value to 
$1,200, and A sells his half interest in the 
partnership to C for $1,100. 

Under the rule stated in section 743 (b) 
( 1), if there is no agreement under section 
704 (c) (2) in effect at the time of the sale, 
the adjusted basis of the partnership prop
erty will be increased by the excess of the 
transferee partner's basis for his partnership 
interest, $1,100, over his proportionate share 
of the adjusted basis of the partnership 
property, $700 ($400, the baSis of property X, 
plus $1,000, the money, or. a total partnersliip 
basis of $1,400, divided by 2). The amount 
of the adjustment therefore is $400, to be 
applied as an increase in the basis of partner
ship property. This amount will be allocated 
to property X with respect to the transferee 
only. If X is sold for $1,400, the gain to the 
partnership is $1,000 ($1,400 received, less 
the partnership basis of $400 for property 
X). Thus, .each partner has gain of $500 on 
the sale. C, the tran.Sferee, however, has 
special basis with respect to X of $400, which 
will decrease his gain to $100. 

If c p\lfchased his interest from B (t}le 
partner contributing cash), C's adjustment 
under section 743 (b) would also be $400, 
computed in exactly the same manner as in 
the case of a purchase from A. 

(B) If, in the above example, the origilial 
partnership AB.had a special agreement with 
respect to property X, stating that upon the 
sale of that property, any gain, to the ex
tent at'·ributable to precontribution appreci
ation, _was to be allocated ~ntirely to the con
tributing partner, A, the computation of C's 
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special basis would differ from that indicated 
in example A. Under the partnership agree
ment, A had, in effect, a basis of only $400 
in_· the partnership assets (his basis for 
property X _prior to its contribution to the 
partnership) and B had a basis of $1,000 (the 
full basis of his investment). C, who is A's 
successor, has a proportionate share in the 
adjusted basis of partnership property of 
$400 (A's share of partnership basis). The 
amount of the increase in the adjusted basis 
of partnership property under section 743 
(b) (1) is $700 (the excess of $1,100, C's basis 
for his interest, over $400, C's share of part
nership basis). This amount constitutes 
:an adjustment to the basis of partnership 
property with respect to C only. 

If X is sold by the partnership for $1,400, 
the gain is $1,000 ($1,400 received, less the 
partnership basis of $400). Under the part
nership agreement, $600 of this gain is al
locable to C as A's successor. The remain
ing $400 gain is not subject to the agreement, 
and is allocable to Band C equally, i.e., $200 
each. However, C has a special basis of $700 
under section 743 (b) which reduces his gain 
.from a total of $800 to $100. B has a gain 
of $200, and is unaffected by the transfer of 
A's interest. 

(C) If in the preceding 1llustration C :r>Ur
chased his interest from B instead of from 
A, his special basis in partnership property 
would differ from that where he purchased 
-it from A because of the agreement under 
section 704 (c) (2). In this case, C is a 
successor to B whose proportionate share 
of the basis of partnership property is $1,000, 
instead of A whose proportionate share of 
the partnership basis is $400. As a result the 
adjustment under section 743 (b) (1) is the 
excess of C's basis for his interest, $1,100, 
over his proportionate share of the basis of 
partnership property, $1,000, or an adjust
ment of $100. 

In this case, if property X is sold for $1,400, 
·the partnership gain is $1,000 ($1,400 re
ceived, less the partnership basis of $400). 
Six hundred dollars of the gain -is allocable 
to A under the partnership agreement as pre
contribution appreciation. The remaining 
$400 is allocable in the amount of $200 to A 
and $200 to C. Since C has a special trans
feree basis of $100 under section 743 (b), his 
gain is reduced to $100. 

As indicated by the above examples, where 
· a partnership agreement, described in section 

704 (c) (2), with respect to contributed 
property is in effect, the special adjustment 
available to a transferee partner will vary 
depending on which partner's interest he ob
tained. This treatment perserves the posi
tions of the nontransferee partners with re
spect to precontribution appreciation or de
preciation as provided under the partnership 
agreement. 

Under the Senate amendment, the special 
section 743 · basis adjustment, described 
above, for a transferee is used in the case of 

· distributions as well as for purposes of de
termining depreciation, depletion, or gain or 
loss. This rule is continued under the con
ference agreement whether the basis adjust
ment under section 743 (b) is computed by 
reference to an agreement under section 704 
(c) (2), relating to contributed property, or 
without reference to such an agreement. 
Accordingly, where a section 704 (c) (2) 
agreement is in effect, the basis of partner
ship property for purposes of distributions 
will be computed in the manner shown in 
examples (B) and (C) above. The agree-

. ment under section 704 (c) (2) is also given 
effect in determining the basis of distributed 
property if the provisions of section 732 (d) 
are applicable, since this subsection provides 
the same basis for distributed property as 
would be obtained under section 743 (b). 
H neither section 743 (b) nor section 732 
(d) is applicable, the basis of property dis
tr-ibuted to a transferee partner is not affect-

ed by a partnership agreement .under section 
704 (c) (2) with respect to contributed prop
erty. 

If property with respect to which the 
transferee has a special basis under section 
743 (b) is distributed to a partner other than 
the transferee, then the transferee partner's 
special basis allocable to such property is 
shifted to other property remaining in the 
partnership (or distributed to the transferee 
in the same transaction) in the same manner 
as is described on page 400 of the report of 
the Committee on Finance with respect to 
the Senate amendments (S. Rept. 1622, 83d 
Cong., 2d sess.). 
. (e) Unrealized receivables and inventory 
items (sec. 751): Section 751 (b) of the Sen
ate amendment provides that certain distri
butions to a partner are to be treated as a 
sale or exchange of property between the 
partner and the partnership (as constituted 
after the distribution). 

Under the conference agreement, it is made 
clear that section 751 (b) (1) applies only 
where a partner receives a distribution of 
unrealized receivables or substantially appre
ciated inventory items and such property is 
received in exchange for the distributee 
partner's interest in other partnership prop
erty. Such a transaction is considered a 
sale by the partnership (as constituted after 
the distribution) to the distributee partner 
of unrealized receivables and inventory items 
owned by the partnership. The partnership 
(as constituted after the distribution) 
realizes ordinary income from such a distri
bution since it is treated as having exchanged 
unrealized receivables or inventory items. 
The distributee partner realizes capital gain 
(or loss from such a distribution since he is 
treated as having exchanged property other 
than unrealized_ receivables or inventory 
items. 

It should be noted that section 751 {b) (1~ 
is not applicable to a distribution to a part
ner of his proportionate share of partner
ship inventory items or unrealized receiva
bles where such a distribution is not in ex
change for his interest in other partnership 
property. If the distribution is, in part, a 
distribution of the distributee partner's pro
portionate share of unrealized receivables or 
inventory and, in part, is a distribution in 
exchange for the distributee partner's in
terest in other partnership property, an allo
cation must be made, under regulations, be
tween the two categories, both for the pur
poses of the distributee partner and the 
partnership. 

The conference agreement makes clear that 
section 751 (b) (2) applies to the converse 
situation, i. e., a distribution which is equiv
alent to a disposition by the distributee 
partner of his interest in unrealized receiva
bles or substantially appreciated inventory 
items in exchange for other partnership 
property. The distributee partner realizes 
ordinary income for the interest in unreal
ized receivables or inventory items which he 
gives up. The amount of this gain is de
termined by reference to his proportionate 
share of the basis to the partnership of the 
unrealized receivables or inventory items and 

. the fair market value of the property re
ceived in exchange. The partnership realizes 
capital gain (or loss) with respect to the 
property distributed to the partner in ex
change for his interest in unrealized receiva
bles or inventory items. The gain or loss to 
the partnership is attributable to the part
nership as constituted after the distribution, 
1. e., to the partners other than the dis
tributee. 

(f) Definitions (sec. 761) : Section 761 
contains definitions applicable to subchap
ter K. The conference agreeznent with re
spect to section 761 (c), which relates to 

· the definition of a partnership agreement, 
makes clear that a partnership agreement 

. with respect to a particular. taxable-year may 

be made or modified subsequent to the close 
Qf the taxable year, but .not later than the 
date prescribed by law for the filing of the 
partnership return for such year (not i.n
cluding any extension of time). Accordingly, 
a partnership agreement under section 704: 
(c) (2) which makes a special allocation 
among the partners of depreciation, deple
tion, or gain or loss with respect to con
tributed property, may be adopted at any 
time prior to, and including, the day pre
scribed by law (not including any extension 
of time) for the filing of the partnership 
information return. The authorization to 
revise or amend the partnership agreement 
subsequent to the close of the taxable year 
is subject, of course, to the provisions of 
~ection 704 (b), relating to distributive 
shares of partnership items of gain, loss, etc. 

The conference agreement with respect to 
section 761 (d), defining the term "liquida
tion of a partner's interest," indicates that 
the term includes a liquidation made by 
means of a series of distributions as well as 
a single distribution. A series of distribu
ti~ns in pursuance of a plan to terminate the 
interest of a partner, whether occurring in 
or.c or more taxable years, is subject to the 
provisions of subchapter K which pertain to 
liquidations. In such a case, the basis to 
the distributee of the distributed properties 
wil1 be determined by reference to the basis 
of the distributee for his interest in. the part
nership under section 732 (b), rather than 
under the provisions of section 732 (a) , re
lating to nonliquidating distributions. 

(g) Effective date (sec. 771): Section 771 
of the Senate bill contains a general effec
tive date for the application of subchapter 
K, and special provisions relating to the ap
plication of certain sections of subchapter K. 

Section 771 (a), as amended by the Senate, 
provided that, in general, subchapter K 
would be effective as to (A) partnership 
taxable years beginning after December 31, 
1954, and (B) taxable years of partners in 
which or with which such partnership years 
end. The 1939 Code was applicable to pre
ceding taxable years of partnerships and 
partners. 

Section 771 (a) under the conference 
agreement provides that subchapter K is ap
plicable to any part of a taxable year of a 
partner falling within a partnership taxable 
year beginning after December 31, 1954. 
Thus, if the partnership and the partners 
are on different taxable years, the provisions 
of subchapter K will become effective at the 
same time both for the partnership and the 
partners. Accordingly, any distribution by 
the partnership or transaction between the 
partners and the partnership will be sub
ject to the rules of sections 731-736, and 
section 707 respectively, both for the partner 
and the partnership, if the partnership tax
-able year begins after December 31, 1954. · 
even though the taxable year of the partner 
affected may commence at a date subsequent 
to the b~ginning of such partnership taxable 
year. 

Section 771 (b) (1) of the Senate amend
ment provides that section 706 (b) (relating 
to the adoption of a taxable year by a part
nership or partner) is to apply to the adop
tion of, or change to, a taxable year begin
·ning after April 1. 1954. Under the con
ference agreement, an additional sentence 
in section 771 (b) (1) provides that, in ap
plying section 706 (b), the rules of section 
703 (relating to tbe continuation of partner
ships) are to be applicable without regard to 
the general e1fective date for subchapter K. 
Thus, in the case of a merger of two or more 
partnerships, the resulting partnership will 
be a continuation of the dominant partner
ship under section 708 (b) (2) (A), and may 
continue to use the taxabl~ year of such pred-

. ecessor partnership because it is not 
.!'.adopting" or.. "changing"_ a .taxable year • 
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Under the conference agreement a para

graph (4) has been added to section 771 (b) 
of the Senate amendment. The paragraph 
restricts the application of section 753 to de
cedents dying after December 31, 1954, ' and 
leaves unchanged the' treatment of pay
ments made with respect to prior decedents. 
No inference is intended as to the inclu
sion of the value of the right to such pay
ments in the gross estate of decedents dy
ing prior to 'January 1, 1955. 

Under the conference agreement, a sub
section (c) has been added to section 771 of 
the Senate amendment. Subsection (c) pro
vides that in the case of a partnership tax
able year beginning after December 31, 1953, 
and prior to January 1, 1955, a partnership 
may elect to apply certain rules of subchapter 
K with respect to nonliquidating distribu
tions. • The election is to be made under 
regulations prescribed by the Secretary or 
his delegate and is binding on the partner-
ship and all its members. · 

If an election is made under section 771 
(c) of the rules of sections 731 (relating to 
recognition of gain or loss on distributions), 
732 (a), (c), and (e) (relating to the basis 
of distributed property), 733 (relating to the 
basis of a distributee partner's interest), 
section 735 (relating to character of gain or 
loss on disposition of distributed property), 
and 751 (b), (c), and (d) (relating to un
realized receivables and inventory item,s) 
will be applicable to all nonliquidated dis
tributions made during the taxable year. 
In addition to the sections referred to, the 
distribution wlll be subject to the rules of 
sections 705 (relating to the basis of a part
ner's interest), 752 (relating to liablllties), 
and 761 (d) (relating to the definition of 
the liquidation of a partner's interest) to the 
extent such sections are applicable to non
liquidating distributions. 

Amendments Nos. 178, 179, and 180: Un
der existing law, in the case of life insur
ance companies, the definitions and rules 
for determining such items as gross income, 
interest paid, and taxable income refer only 
to items of income received or items of de
ductions paid. The House bill modified 
those definitions to permit such items to be 
treated a.s "received or accrued" or "paid or 
accrued" so that insurance companies may 
conform to the method used in the approved 
statement for life insurance companies 
promulgated by the National Association of 
Insurance Commissioners. The Senate 
amendment restored the language of exist
ing law. The Senate recedes. 

Amendments Nos. 181 and 182: Amend
ment 182 amends section 851 (e) of the 
House bill to permit regulated investment 
companies furnishing capital to development 
corporations, to include, under certain con
ditions, among their diversified assets those 
securities the value of which exceeds 5 per
cent of the value of the total assets of the 
taxpayer. Amendment 181 is a conforming 
amendment necessitated by Amendment 182. 
The House recedes. 

Amendment No. 186 (1): This amendment 
amends section 854 (b) (2) of the House 
blll to provide that the amount of any dis
tribution by a regulated investment company 
which may be treated as a dividend, for the 
purposes of section 8"54 (b) (1), shall not 
exceed the amount so designated by the 
company in a notice to its shareholders 
mailed not more than 30 days after the close 
of the company's taxable year. Section 854 
(b) (2), as amended by the Senate, con
forms in general to the notice requirements 
applicable under present law to capital-gains 
dividends. The House recedes with a con
forming amendment. 

Amendment No. 186 (2) : This amendment 
amends section 854 (b) (3) (B) of the House 
bill, relating to the definition of the term 
"aggregate dividends received." It provides 
that an investment company is to treat as 

dividend income only dividends which would 
quality for the dividends received exclusion 
in the hands of a shareholder who is an 
individual. The rules of section 116 (b) and 
(c) are therefore made applicable in deter
mining the total dividend income of the 
investment ' company. The amount treated 
as dividend income to the investment com
·pany may, upon distribution to the share
holders of the investment company, be con
sidered by them as dividends for purposes 
of computing the credit under section 34, the 
exclusion under section 116, and the de
duction under part VIII of subchapter B. 
However, any amounts, such a~ foreign divi
dends, which would not qualify for the exclu
sion are not to be treated as dividends when 
distributed to the shareholders of the in
vestment company. The House recedes. 

Amendment No. 195: This amendment, to- , 
gether with amendment No. 200, relating to 
allowance of credit for taxes paid or accrued 
to foreign countries and United States pos
sessions, restores the provisions of present 
law and eliminates changes in the House bill 
which permitted a taxpayer to credit a "prin
cipal tax" for each separate trade or busi
ness paid or accrued to the national govern
ment of a foreign country or a United States 

. · possession. The House recedes. 
Amendments Nos. 196, 197, and 198: These 

amendments (1) eliminate 'changes made by 
the House bill with respect to the allowance 
of credit to a domestic corporation for "prin
cipal taxes" paid or accrued to the national 
governments of foreign countries and United 
States possessions by certain related foreign 
corporations and (2) restore the provisions 
of existing law, as contained in section 131 
(f) of the 1939 Code. The House recedes. 

Amendment No. 207: This amendment 
· strikes out section 923 of the House bill, 
pursuant to which there would have been 
allowed against the tax of certain domestic 
corporations a credit of 14 percent of the 
taxable income derived from sources within 
any foreign country ( 1) as branch income 
includible in gross income under part IV 
of subchapter N of the bill, (2) as compen
sation for the rendition of technical, en
gineering, scientific, or like services, and 
(3) under specified circumstances, as divi
dends and interest from a foreign corpora
tion. 

The Senate amendment deleted these pro
visions on the ground that they raised a 
number of difllcult problems for which a 
satisfactory solution could not be evolved 
in the time available. 

It is the opinion of the managers on the 
part of the House that in view of the numer
ous objections raised to the specific provi
sions of the House blll, the large amount 
of revenue involved (approximately $145 
million), and the di1liculty of working out 
a satisfactory provision in conference, the 
foreign income provisions should be omitted 
'from the bill and postponed for a more thor
ough study. The House recedes. 

Amendments Nos. 208, 209, 210, and 211: 
These amendments revise subpart E of sub
chapter N of the House bill, relating to China 
Trade Act corporations, so as to include 
Hong Kong (in addition to Formosa) within 
its provisions, and to confine the benefits 
to taxable income from sources within For
mosa and Hong Kong. The House recedes. 

Amendment No. 212: This amendment 
deletes in its entirety part IV of subchapter 
N of the House bill. Under part IV certain 
domestic corporations were permitted to 
elect to defer tax on income allocable to 
certain foreign branches until such income 
was withdrawn, thus equating, in general, 
the tax treatment of foreign branches with 
that of foreign subsidiaries. To be eligible 
to elect the deferral of tax on branch in
come under part IV, the foreign branch was 
required to be engaged in the active conduct 
of a trade or business which met tests simi• 

lar to those prescribed In section 923 of the 
House bill for foreign corporations whose 
dividends would be entitled to the 14 per
cent foreign income credit. These provi
sions of the House bill raised the same prob
lems as those discussed in regard to amend-
ment No. 207. The House recedes. · 

Amendment No. 218: The House blll ~on
tained additional provisions relating to the 
basis of property acquired from a decedent. 
The principal effect of these additional pro
visions is to extend the basic rules appli
cable under existing law in the case of prop
erty acquired from a decedent by bequest, 
devise, or inheritance, to virtually all prop
erty acquired from a decedent by reason of 
death, form of ownership, or other condi
tions if, by reason thereof, the property · 
would be required to be ·included in the de
cedent's gross estate for estate tax. In the 
application of these rules property acquired 
by the taxpayer by virtue of or subject to 
the ~xercise or nonexercise of a power of 
appointment possessed by the decedent shall 
be considered to have been acquired from 
the decedent if the property cdvered by the 
power would be includible in the · decedent's 
gross estate. 

The Senate amendment made certain 
clarifying changes relative ~ the applica
tion of these additional rules. In addition, 
the amendment provides that in case any 
property to which the additional rules ap
ply was acquired from the decedent prior 
to death, the basis otherwise provided for 
shall be reduced by the amount allowed to 
the taxpayer as deductions for exhaustion, 
wear and tear, obsolescence, amortization, 
and depletion on such property before the 
decedent's death. The House recedes. 

Amendment No. 227: This amendment 
changes section 1033 of the House bill, re
lating to involuntary conversions, by adding 
two new subsections. Subsection (d) pro
vides that the sale or other disposition of 
property lying within an irrigation project 
will be deemed an involuntary conversion if 
the sale is made in order to conform to the 
acreage limitation provisions of Federal 
reclamation laws. 

Subsection (e) provides that if livestock 
are destroyed by disease: or are sold or ex
changed because of disease, such destruc
tion or sale shall be treated as an involun
tary conversion. 

The House recedes with a clarifying amend
ment to specifically include within subsec
tion (e) livestock destroyed because of 
disease. 

Amendment No. 228: This . amendment 
strikes out section 1035 of the House blll, re
lating to foreclosures on property held as 
security. The House recedes. 

Amendment No. 232a: This amendment 
to section 1081 of the House bill extends the 
rule in present law which provides for non
recognition of gain on exchanges or distri
butions in obedience to orders of the SEC. 
Under the amendment, in the case of dis
tributions of rights to acquire certain stock 
in accordance with an arrangement forming 
a ground for an order of the SEC that the 
distributing corporation is exempt from the 
Public Ut1lity Holding Company Act of 1935, 
no gain will be recognized. This amend
ment applies only to distributions completed 
before January 1, 1958. The House recedes. 

Amendment No. 238: Section 1223 ( 1) of 
the House bill provides that the holding pe
riod of property acquired in certain tax-free 
exchanges may include the period during 
which the property exchanged was held, but 
only if both the property acquired and that 
exchanged were capital assets. There is no 
such restriction in present law. The Senate 
amendment also allows the adding of hold
ing periods if the property exchanged was 
property used in the trade or business. Tho 
House recedes. 
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Amendment No. 244: Section 1232 of the 

House bill provides a new rule for treating 
as ordinary income a portion of gain realized 
on bonds and other evidences of indebted
ness issued at a discount. This amend.:nent 
removes from the operation of the rule, and 
from its necessary calculations, certain cases 
in which the ordinary income part of the 
gain is likely to be nonexistent or very small. 
These cases include any buyer who acquires 
one of these original discount bonds at a 
premium, and any bond issued at certain 
rela tively small discounts. 

The amendment also clarifies the operation 
of the discount rule in connection with a 
particular type of security known as a face
amount certificate. In addition clerical 
changes are made. The House recedes. 

Amendment No. 245: This amendment ap
plies the substance of the rule developed in 
the House bill for dealing with bonds origi
nally issued at a discount, to cases where 
there is a sale of a long-term bond from 
which there have been detached coupons for 
a number of future years. The House re
cedes. 

Amendment No. 246: This amendment 
completely rewrites the provision in the 
House bill dealing with patents. Under the 
House bill an inventor could sell his in
terest in a patent under an arrangement 
whereby his price would be contingent on 
the profitability or productivity of the patent 
in the hands of the buyer provided that he 
received his full payment within 5 years of 
the date of sale. 

This amendment makes three substantive 
changes. First, the 5-year limitation is elim
inated with the effect that all income from 
an exclusive license of all the substantial 
rights under a patent will be a capital gain. 
Second, the requirement of a 6-month hold
ing period is dropped. Third, as under the 
Hou: e bill, the professional inventor is ac
corded the same treatment as the amateur 
inventor but the amendment extends this 
favorable treatment to any individual who 
purchases an interest in the invention before 
the time it is actually "reduced to practice.'' 
The employer of the inventor and an in
dividual closely related to the inventor, how
ever, are made ineligible for this treatment. 

The House recedes with an amendment to 
make it clear that the section applies to 
transfers prior to the issuance of the patent. 

Amendment No. 247: This amendment 
strikes section 1237 of the House bill which 
provided that under certain circumstances 
a dealer in real estate could obtain long-term 
capital gains on real property held in a 
specially designated investment account. 
The House recedes. 

Amendment No. 248: Section 1238 of the 
House bill (sec. 1237 of Senate bill} pro
Vided circumstances under which an indi
vidual who held real property for investment 
could subdivide the property to dispose of it 
and yet not thereby be held to be a dealer 
tn real property and taxable at ordinary 
income rates on the entire gain. This 
amendment clarifies the restriction in the 
House bill which provides that the taxpayer 
must not have made substantial improve
ment on the property he subdivides and 
sells. The amendment specifies that to dis
qualify a property the improvement must 
substantially enhance the value of the par
ticular lot sold and must have been made, 
directly or indirectly, by the taxpayer or 
related persons. The House recedes. 

Amendment No. 248a: This amendment 
adds a new paragraph to subsection (b) of 
section 1238 o! the House bill , dealing with 
real property subdivided for sale by other 
than real-estate dealers. It provides an 
exception to the general rule in the bill 
that only property held by the taxpayer for 
5 years and on which the taxpayer makes no 
substantial improvement is within the scope 
of the section. Under the amendment the 

taxpayer could install water or sewer faclU
ties or roads if the lot or parcel would not 
have been marketable at the prevaillng local 
price for similar building sites without such 
improvement and if the taxpayer made no 
adjustment to the basis of the property or 
other property for the cost of such im
provements. 

The House recedes with two amendments. 
The first amendment requires the taxpayer, 
if he makes such improvements, to hold the 
property involved for 10 years after his ac
quisition of it before this exception to the 
substantial improvement rule will apply. 

. The second amendment requires the tax
payer to make the election implicit in the 
Senate amendment in accordance with regu
lations and specifically denies any deducti
bility, under such election, of the cost of such 
improvement::: with respect to the real prop

·erty in question. 
Amendment No. 251: This amendment 

strikes from the bill those provisions added 
by the House that would have attempted to 
settle some conflicting court decisions deal
ing with the transfer of property in exchang~ 
for a private annuity. To provide an oppor
tunity for further study of this matter, the 
House recedes. 

Amendment No. 252: This amendment 
adds a provision not in the House bill but 
having the effect of restoring the provi
sion of present law which allows capital
gains treatment on distributions on the 
termination of certain employment con
tracts. It is provided that this provision 
will only apply, however, to contracts en
tered into before the date of enactment of 
this provision. The House recedes. 

Amendment No. 253: This amendment 
adds a section not appearing in the House 
bill, with respect to the treatment of gain 
on the cancellation of certain contracts as 
capital gains. The items covered are (1) 
the receipt by a leEsee of a payment for the 
cancellation of a lease, and (2) the receipt 
by a distributor of goods of a payment for 
the cancellation of his distributor's agree
ment, but the latter applies only if he has 
a substantial capital investment in the dis
tributorship. The House recedes. 

Amendment No. 253a: The House bill pro
vided that where an individual receives in 
a single year 80 percent of his compensa
tion for a particular job in which he, or a 
partnership of which he is a member, was 
engaged for more than 36 months, he may, 
in computing his tax, spread this compen
sation over the period during which the job 
was performed. A member of a partnership 
was entitled to the benefits of this provision. 
under the House bill only if he was such a 
member continuously for a period of 36 
months, or for the period during which the 
job was performed, prior to receipt or ac
crual of the compensation. A partner who 
qualifies by being a partner for 36 months 
prior to receipt or accrual of the compensa
tion, although not a partner for the full 
period during which the Job was performed, 
may spread such compensation only over the 
period in which he was a partner. 

This amendment provides that for the 
purpose of applying the above rules, a part
ner shall be deemed to have been a member 
of the partnership for any period immedi
-ately prior to becoming a partner in which 
he was an employee of the partnership, if 
he receives or accrues compensation during 
the current year attributable to a job per
formed by the partnership during the pe
riod when he was an employee. The House 
recedes. 

Amendment No. 254: The Hous.e bill pro
vided for the spreading, subject to certain 
restrictions, of income received with respect 
to a particular invention or artistic work on 
which the taxpayer worked for 36 months or 
more. The Senate amendment reduces to 
24 months the minimum period during 

which the taxpayer must have .worked on 
the invention or artistic work, and also 
makes clerical changes. The House recedes. 

Amendment No. 258: Under the House bill 
section 1341 (claim of right} does not apply 
to sales or other dispositions of stock in trade 
or of inventories. This amendment provides 
that the ex-.::eption for refunds arising from 
inventory sales will not apply to refunds 
or repayments made by a regulated public 
utility (as defined in sec. 1503 (c)) if such 
refunds or repayments are required to be 
made by the regulatory agency. The House 
recedes with a technical amendment . 

Amendment No. 259: This amendment 
adds a new subchapter R, consisting of sec
tion 1351 which gives certain corporations 
an election· to be treated as partnerships for 
tax purposes, and section 1361 which allows 
certain proprietorships an election to be 
taxed as corporations. 

The election permitting corporations to be 
treated as partnerships applies only in the 
case of corporations, having only one class 
of stock, organized after December 31, 1953, 
owned by not more than 10 shareholders, all 
of whom are active in the business, and all 
of whom consent to the election. The elec
tion, once made, may not be revoked unless 
tt.ere is a change in stock ownership of more 
than 20 percent. Shareholders of an electing 
corpcration who are also employees may not 
partiCipate in tax-exempt pension or profit
sharing plans. 

The election permitting proprietorships 
and partnerships to be taxed as corporations 
applies only in the case of business enter
prises where capital is a material Income
producing factor, or where 50 percent or more 
of its income is derived from trading as a 
principal or from certain types of brokerage 
commissions. Partnerships with more than 
50 members may not qualify for the election. 
A proprietor or a member of a partnership 
subject to this election will nevertheless be 
taxed in his individual capacity with respect 
to any personal holding company income and 
such income will not be taxed to the business 
enterprise. The election, once made, is ir
revocable unless there is a change of owner
ship of more than 20 percent. 

The House recedes with the following 
amendments: 

Section 1351 which gives certain corpora
tions an election to be treated as partner
ships is stricken. 

Amendments Nos. 261 and 262: These 
amendments require the withholding of tax 
.at source upon certain specified amounts 
which are considered to be gains from the 
sale or exchange of capital assets and which, 
under amendments Nos. 188 and 190, are sub
ject to tax when received by nonresident 
alien individuals not engaged in trade or 
business within the United States and by 
nonresident foreign corporations. The House 
recedes. 

Amendment No. 263: The House bill com
bined the rules stated in section 141 of the 
Internal Revenue Code of 1939 and in the 
consolidated returns regulations (Regula
tions 129) with conforming changes. In ad
dition the House bill (1} lowered the stock 
ownership affiliation test from 95 to 80 per
cent; (2} provided that the expiration of a 
provision of law would have the same effect 
as an amendment in determining whether 
an affiliated group gets a new election to 
join in the filing of a consolidated return; 
(3} contained four alternative elective meth
ods for determining the reduction in the 
accumulated earnings of each member of 
the affiliated group because of the tax 1m
posed on the group; (4} contained a provi
sion (similar to · section 15 (c) of the In
ternal Revenue Code of 1939} !or the dis
allowance of the $25,000 surtax exemption in 
certain cases, and a provision for the dis
allowance of the $30,000 accumulated earn-
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-lngs. credit provided 1n section 535 (c) of 
-the House bill 1n similar situations. 

The Senate amendment eliminated the 
·consolidated returns regulations from the 
statute and thus returned substantially to 
the provisions of section 141 of the 1939 
'Code. A provision was added which would 
eliminate the 2-per~ent tax on the consoli
·dated taxable income attributable to those 
members of the affiliated group which are 
regulated public utilities. The term "regu
lated public utility" is defined as a corpo
Tation engaged in the furnishing of electric 
energy, gas, water, etc., whose rates are es
tablished · or approved by a governmental 
agency. The term also includes certain lessor 
railroad corporations and certain common 
parent corporations which are common car
riers subject to part I of the Interstate 
Commerce Act. In addition (1) the 95-per
cent stock ownership affiliation test of exist
·1ng law is restored; (2) businesses electing, 
under subchapter R of chapter 1, the alterna
tive partnership or corporate tax treatment 
·are not allowed to join in the filing of a con
t~olidated return; and · (3) a conforming 
change is made in the provision disallowing 
the accumulated earnings credit in certain 
cases to reflect the increase from $30,000 to 
$60,000 in the amount of such credit made by 
the Senate a.mendment to section 535 (c). 

The House recedes with the following 
amendments: (1) The stock ownership af
filiation requirement is lowered to 80 percent 
as provided in the House bill. (2) For 
purposes o! allocating the tax on the con
solidated taxable income in determining the 
earnings and profits of each member of the 
affiliated group, the four alternative elective 
methods provided in the House bill will 
apply. 

Amendment No. 264: This amendment 
elarifles section ·2013 (a) of the House bill 
to make certain that the benefits of the 
section apply to property passing to the 
decedent as a result of the exercise or non
exercise of a power of appointment when 
the property is includible in the gross estate 
of the donee of the power. The amendment 
also modifies this section to cover property 
transferred tQ the decedent by a person who 
died within 2 years subsequent to the death 
of the decedent. The House recedes. 

Amendment No. 265: This amendment 
makes a clerical change in the heading of 
subsection (c) (2) of section 2013 of the 
House bill and completely revises subsection 
(d) of that section so as to provide that the 
·value of property transferred to the decedent 
shall be determined in the same manner as 
the value of property interests passing to a 
surviving spouse under section 2056. This 
amendment is designed to provide for greater 
certainty in the provision of the House bilL 
This amendment also makes it clear that the 
term "property" denotes any beneficial in
terest in property transferred to the de
cedent. The House recedes. 

Amendment No. 266: This amendment 
clarifies section 2015 of the House bill so 
that the section only applies where an elec
tion is made under section 6163 (a) to post
pone payment of the estate tax attributable 
to. a reversionary or remainder interest. The 
House recedes. 

Amendment No. 267: This amendment 
adds to section 2016 of the House bill a pro
Vision that no interest shall be assessed or 
collected on any amo-unt of tax due as the 
result of the recovery by an executor of death 
taxes paid to a foreign country where credit 
has been ·previously allowed under section 
2014 !or any period before the receipt 0! 
such refund. This provision, however, speci
fies that interest may be assessed and col
lected to the extent interest was paid by 
such foreign country on such refund. The 
House recedes. 

Amendment No. 268: This amendment re
moves the 11m1tation provided by the House 
bill which would have restricted the right 
of the executor to elect the benefits of sec-
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tion 2032 to cases where the aggregate value 
·of all items in gross estate declined to 66% 
·percent of the value of the aggregate of all 
such items as of the date of the decedent's 
death. The House recedes. 
· Amendment No. 269: This amendment 
amends section 2039 of the House bill by 
revising subsection (a) so as to make it clear 
that the provisions of· section 2039 apply not 
only to cases where an annuity was payable 
"to a decedent but also to contracts or agree
ments under which a lump-sum payment is 
payable to the decedent or the decedent 
possesses the right to receive such a lump
sum payment in lieu of an annuity. 

This amendment also make a change in 
subsection (c) of that section as stated i:(l 
the House · bill so as to provide that the ex
emption will apply not only to an annuity or 
other payment payable under a qualified 
_employees' trust but also under a contract 
purchased by such an employees' trust. 
This subsection is further reviSed so that 
the exemption will apply 1! the particular 
plan under which the annuity or other pay
ment is made meets the requirements of 
.section 401 (a) at the time the plan termi
nates if occurring prior to the decedent's 
separation from employment. In addition, 
.this amendment revises subsection (c) to 
more clearly indicate that the exemption is 
denied only in the proportion that the total 
payments . made by the decedent under ~ 
plan bear to the total payments or contri
butions made thereunder. Subsection (c) is 
made applicable to estates of decedents dy-
1ng after December 31, 1953. The House 
recedes. 

Amendment No. 271: This amendment 
makes technical changes in section 2055 (a) 
.of the House bill and adds a new paragraph 
(4) which would allow a deduction for 
transfers to or for the use of any veterans' 
organization incorporated by an act of Con
gress or of its departments or local chapters 
or posts, no part of the net earnings of which 
inure to the benefit of any private share
holder or individual. The House recedes. 

Amendment No. 271a: This amendment 
adds to section· 2055 (a) of the House bill a 
provision under which the complete termi
nation, prior to exercise, of a power to con
sume, invade, or appropriate property for the 
benefit of an individual shall be treated in 
the same manner for the purposes of the 
deduction as though it were an irrevocable 
disclaimer made by such beneficiary. 

The House recedes with an amendment 
making it clear that the termination must 
occur before the date prescribed for the 
filing of the estate tax return in order for 
. the transfer of the property subject to the 
power to qualify for the charitable deduc-
tion. · 

Amendment No. 272: This amendment 
makes two clerical changes in section 2056 
(b) of the House b111, and, in addition, 
amends paragraph (3) so that the provisions 
of that paragraph apply equally to all of the 
terminable interest rules in section 2056 (b). 
The House recedes. 

Amendment No. 273: This amendment 
strikes out subsection (b) (7) of section 2056 
which would have specifically excepted from 
the terminable interest rule generally appli
cable to the estate tax marital deduction pay:
ments for the support of the surviving spouse 
within 1 year of the decedent's death. In 
repealing the deduction for support of de
pendents formerly allowed by section 812 (b) 
and providing that such amounts will be 
allowable as a marital deduction, the report 
of the Committee on Ways and Means on the 
Revenue Act of 1950 (Rept. No. 2319, 81st 
Cong.) stated: 

"Under existing law amounts expended in 
accordance with the local law for support of 
the surviving spouse of the decedent are 
• • • not allowable as a marital deduction 
under section 812 (e) of the Code. How
ever, as a result of the amendment made by 

this section, such amounts "heretofore de
ductible under section 812 (b) will be allow
-able as a marital deduction subject to the 
-conditions and limitations of section 812 
(e)." 

· Many of these ''widows' allowances" should . 
qualify for the marital deduction under. pres- · 
ent law without regard to the time of pay
ment. Therefore, the added complications 
·of this section are largely unnecessary. The 
·House recedes. 

Amendment No. 277: This amendment 
adds at the end of section 2503 (b) of the 
House b1ll a provision which· would prevent 
the disallowance of the exclusion in a case 
where there is a possibility that the present 
·interest may be decreased by the exercise of 
·a power if no part of such interest can pass 
"to another person. This amendment also 
makes clarifying amendments in section 2503 
(c) of the House· bill. The House recedes. 

Amendment No. 280: This amendment 
amends section 2515 of the House b111 in 
-order that the provisions of this section will 
also be applicable to joint tenancies in real 
property between husband and wife with 
Yight of survivorship as well as to tenancies 
by the entirety. The House recedes. 
· Amendment No. 281: This amendment 
strikes from section 2516 of the House bill 
the provision that the section will not apply 
·unless the property s.ettlement was "in
·cident to divorce" and substitutes for the 
provision that the property settlement must 
be followed by divorce "within· a reasonable 
time" a provision that the divorce must 
occur within 2 years. The House recedes. 

Amendment No. 301a: Section 4082 (c) of 
"the House bill provided that if a producer or 
1m porter uses (otherwise than in the pro
duction of gasoline) gasoline sold to him 
free of tax, or produced or imported by him, 
such use shall be considered a sale for pur
poses of the provisions imposing the tax on 
gasoltne sold by the producer or importer. 
Senate amendment No. SOla exempts from 
this rule gasoline used in the production of 
special motor fuels referred to in section 
4041 (b); namely, benzol, benzene, naphtha, 
liquefied petroleum gas, or any other liquid 
(other than kerosene, gas oil, fuel oil, or 
diesel fuel) of a kind sold for use as, or 
used as, a fuel for the propulsion of a motor 
vehicle, motorboat, or airplane. The House 
recedes. 

Amendment No. 327 (2) : This amendment 
exempts from tax adm1ssions to athletic 
games or exhibitions between teams com
posed of students from colleges 1f the en
tire gr.oss proceeds from the game or exhibi
tion inure to the benefit of a hospital for 
crippled children. The House recedes . 

Amendment No. 332: This amendment to 
section 4233 of the House b111, relating to ex
emptions from the admissions tax, conforms 
the section to the changes made by the Ex
cise Tax Reduction Act of 1954 and grants 
exemption from tax to two new categories of 
admissions. The new provisions added by 
the Senate amendment exempt: (1) admis
sions to baseball games 1! all the players who 
participate have amateur or semiprofes
-sional standings, and (A) the game is not 
conducted primarily for profit; (B) the 
teams involved do not regularly play for 
profit; and (C) no part of the net earnings 
from the game inures to the benefit of any 
private stockholder or individual; and (2) 
admissions to rodeos or historical pageants, 
if the proceeds are used exclusively for the 
improvement, maintenance, and operation 
of the rodeo or pageant, and 1! no part of 
the net earnings inures to the benefit of any 
private individual or shareholder. The 
House recedes. 

Amendments Nos. 348 (2) and 349 (3): 
Under the House bill, strip stamps for dis
tilled spirits were required to be sold by the 
lnternal Revenue Service to persons entitled 
thereto at a price of 1 cent for each stamp, 
except that in the case of stamps for con-
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tainers o! less than one-hal! pint, tt was 
.pr.ovided that the pri«e be one-fqurth ~_ent 
for each stamp. Under the Senate amend:
mehts, no charge would be made for such 
stamps. The House recedes. 

Amendment No. 350 (1): The House bill, 
provided that stamps for distilled spirits 
withdrawn for exportation be charged :(or at 
the rate of 10 cents per stamp exc~pt that, 
in the case of certain packages or cases with
drawn for export, the charge ~as .5 cents. 
The Senate amendment provides that such 
stamps be furnished free of charge. The 
House recedes. 

Amendment No. 352: The House bill pro
vided that rice wine (sake) be taxed as wine, 
rather than as fermented malt liquor as 
under existing law. Senate amendment No. 
352 provides that rice wine be taxed as fer
mented malt liquor. The House recedes. 

Amendment No. 357 ( 1) : Section 5055 of 
the House bill changed the requirements of 
existing law relating to taxpayment of beer 
by stamp and provided for payment by re
turn. Further provision was made author
izing the Secretary or his delega~ to require 
stamps or other devices to be .affixed to hogs
heads, barrels, or kegs of beer at the time 
of removal, and to make a charge to . brew
ers for the stamps sufficient to defray the 
expense of preparation. Senate amendment 
No. 357 deleted that part of the second sen
tence of the House bill authorizing the Sec
retary or his ,delegate to make a charge for 
such stamps. The House recedes. 

Amendment No. 404: Section 5703 (b) o! 
the House bill changed the requirements of 
·existing law relating to the taxpayment of 
manufactured tobacco articles, and provided 
for the payment by return. Further provi
sion was made that if stamps were required 
for manufactured tobacco articles, they 
should be furnished to manufacturers and 
importers of tobacco articles at a sum suffi
cient to defray the cost of preparation. The 
·senate amendment deletes the provision for 
sale of such stamps and adds a provision 
authorizing the Secretary or his delegate to 
regulate the issuance and use of such stamps 
for manufactured tobacco articles. The 
House recedes. 

Amendment No. 407: Section 5862 (a) of 
the House bill provides for the seizure and 
forfeiture of certain gangster-type firearms 
made or transferred in violation of chapter 
53 of the House bill. The Senate amendment 
provides for the seizure and forfeiture ·of 
such firearms involved in any violation of 
chapter 53, or regulations promulgated there
under. The House recedes. 

In H. R. 8300 as it was reported by the 
Ways and Means Committee, as it passed the 
House, and as it passed the Senate, sections 
3108 (a), 3070 (a), and 3072 of the Internal 
Revenue Code of 1939 were reenacted as sec
tions 5310 (a), 5331, and 5647 of H. R. 8300. 
As stated in the report of the committees of 
both the House and the Senate, these pro
visions, along with all other provisions deal
ing with distilled spirits, are to be studied 
further in the light of an anticipated report 
from the Internal Revenue Service based on 
a study now being made jointly by a task 
force of the Service and industry. 

In the Ways and Means Committee report, 
it was specifically stated with respect to sec
tion 5331 of H. R. 8300: 

"This section is intended to apply to al
cohol produced at industrial alcohol plants 
and withdrawn for denaturation." 

In connection with section 5310 of H. R. 
8300, the Ways and Means Committee report 
contained the following statement: 

"The term 'existing law' in subsection (a) 
1s intended to include section 5331." 

It is now understood that there is pending 
in the courts lltigation involving those ques
tions, i. e., whether section 3070 (a) of the 
Internal Revenue Code of 1939 (now pro
posed as sec. 5331 (a) of H. R. 8300) is ap
plicable to alcohol produced in industrial 
alcohol plants and withdrawn for denatur&-

tion, and also whether the term "existing 
_ law" il\ sect19.n 3108 (a) of the Internal 

Revenue Code of 1939 (now proposed as sec. 
5310 (a) of H. R. 8300) includes section 3070 
(a) of the Internal Revenue Code of 1939 
(now proposed as sec. 5331 (a) of H. R. 8300) • 
It is the purpose of the committee of con

fer~nce, including the managers on the part 
. of the Senate as well as the managers on 
the part of the House, to make it clear that 
the reenactment of all of the aforesaid pro
visions of the 1939 Internal Revenue Code, 
pending the expected Treasury report to the 
next Congress, is to be given no consideration 
in pending litigation as to the meaning or 
interpretation of those provisions in the 
1939 Code. 

.Amendment Nos. 417 (1), (2), and (4): 
These amendments extend from January 15 
to January 31, the due date prescribed in 
section 6015 (f) of the House bill for filing 
an income-tax return in lieu of a final dec
laration of estimated tax. The House 
recedes. 

Amendment No. 418: This amendment adds 
subsection (i) to section 6015 of the House 
bill (relating to declarations of estimated 
income tax by individuals) making the sec
tion applicable only with respect to taxable 
years beginning after December 31, 1954, and 
the pertinent sections of the 1939 Code ap
plicable with respect to taxable years begin
ning before January 1, 1955. The House 
recedes. 

Amendment No. 419: This amendment 
changes the filing requirement for declara
tions of estimated income tax by corpora
tions in section 6016 of the House bill. Un
der the House bill no declaration would 
have been required if the estimated tax lia
bility was not more than $50,000; the 
amendment increases that amount to $100,-
000. · The House re·cedes. 

Amendment No. 424: This amendment 
adds an exception to section 6033 (a) of 
the House bill (relating to returns by ex
empt organizations) providing that, in the 
discretion of the Secretary or his delegate, 
the pension and profit-sharing trusts de
scribed in section 401 (a) of the bill as 
agreed to in conference may be relleved from 
stating in their returns any information 
which is reported in the returns of the em
ployers establishing such trusts. The House 
recedes. 

Amendment No. 431: This amendment to 
section 6041 of the House bill restores the 
provisions of section 147 (a) of existing law 
(relating to information at source on certain 
payments) to the extent of requiring in
formation returns from persons engag.ed in 
a trade or business with respect to payments 
made in the course of such trade or business. 
The House recedes. 

Amendment No. 436: This amendment re
quires that gift-tax returns shall be filed on 
pr before April 15 instead of March 15 as 
provided in the House bill. The House re
cedes. 

Amendment No. 446: This amendment, 
which adds section 6316 to the House bill, 
authorizes the Secretary or his delegate in 
such cases as he may deem proper, and un
der such regulations and subject to such 
conditions as the Secretary or his delegate 
may prescribe, to accept foreign currency in 
payment of taxes. The House recedes. 

Amendment No. 447: This amendment 
conforms the language of section 6321 of 
the House bill (relating to liens for taxes) 
to the language of existing law by deleting 
the parenthetical phrase "(including the in
terest of such person as tenant by the en
tirety) ". The House recedes. 
Amendm~nt No. 449: Subsection (c) of 

section 6323 of tlie House bill provided cer
tain specific rules with respect to the 
validity of the tax lien, without the fillng ot 
notice thereof, as against mortgagees, 
pledgees, purchasers, and judgment credi· 
tors. The Senate amendment strikes out 
this subsection, thereby con~inuing in effec~ 

_the existing la:w, including applicable rules 
wh\Qh have )leen dev6loped by Judicial con-
structi on. The House recedes. , · 

Amendment No. "453: This amendment 
adds a provision to section 6325 (b) of the 
House bill expressly providing that, if the 
Secretary or his delegate determines the in
terest of the United States in a particular 
piece of property subject to lien to be value
less (considering any prior liens) , he may 
issue a certificate discharging such property 
from the lien. ' The House recedes. 

Amendment No. 456: The Senate amend
ment adds arms for personal use, livestock, 
and poUltry to the property exempt from levy 
under the limitations of section 6334 of the 
House bill. The House recedes. 

Amendment No. 457: The Senate amend~ 
ment provides that, in cases where the tax is 
in jeopardy and levy is made without regard 
to the 10-day period after notice and demand 
provided in section 6331 (a) of the'House bill, 
public notice . of sale shall not be made 
within such 10-day period unless the prop
erty is perishable property described in sec
tion 6336 of the House bill. The House 
recedes. 

Amendment No. 466a.: This. amendment 
adds a new provision to section 6416 (b) (2) 
of th~ House bill specifying that the tax paid 
on gasoline shall be considered an overpay
ment where such tax-paid gasoline is used 
for the production of special fuels which are 
taxable under section 4041 (b) • The House 
recedes. 

Amendment No. 470: This amendment re
stores existing law by striking out the pro
visions of section 6501 (c) (2) of the House 
bill which extended to income, estate, and 
gift taxes the rule, applicable to all other 
taxes, that there would be no limitation on 
.assessment in the case of a willful attempt 
in any manner to defeat or evade the tax ... 
The House recedes. 

Amendment No. 474: This amendment to 
section 6501 (g) of the House bill provides 
that, if a taxpayer determines in good faith 
that it is an exempt organization for a tax
able year and files a return as such under 
section 6033, such return shall be deemed 
the return of the corporation for purposes of 
measuring the running of the period of 
limitation on assessment 'and collection. The 
House recedes. 

Amendment No. 475: Section 6503 (b) of 
the House bill provided that the period of 
limitation on collection after assessment 
shall be suspended during the period the 
assets of a taxpayer are in the control or 
custody of a court, and for 6 months there
after. The Senate amendment provides that 
such suspension will not apply where the 
assets in the control or custody of the court 
are those of a decedent or incompetent. The 
House recedes. 

Amendments Nos. 477, 478, and 479: These 
amendments to section 6511 of the House bill 
(relating to limitations on credit or refund) 
provide that the 3-year period (as distin
guished from the 2-year period after ·pay
ment) for filing claims for credit or refund 
shall run from the due date of the return 
(determined without regard to any extension 
of time for filing) instead of from the date 
the return was filed. The House recedes. 

Amendment No. 485a: This amendment to 
_section 6531 of the House bill provided that 
the general period of limitations on prosecu
tions for criminal offenses under the Inter
nal Revenue Code of 1954 shall be 5 years 
instead of 3 years. The Senate recedes. 

Amendments Nos. 486 (1), (2), and (3) :· 
These amendments to section 6531 of the 
House bill removed from the listed criminal 
offenses to which the 6-year period of limita
tions applies under the bill the following 
offenses: (1) The offense of willfully fa111ng 
to pay the tax or make any tax return at the 
time or times required by law or regulations: 
(2) the offenses described in section 7206 
(1) and 7207, relating to false statements 
and fraudulent documents; (3) the offense 
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described-in seetlon-7212 -(a}'; relatinito in
timidation ot officers or employees of the 
United States; and ~ 4) the offenses described 
tn section '7214 (a) committed by officers and 
employees of the United States. The Sena~ 
recedes. 

Amendment No. 486 (4): This amendment 
applies that part of section 6531 . of the 

-House bill which provides that the period 
of limitations on criminal prosecution shall 
be suspended during the period of time the 

-taxpayer is outside of the territorial limits 
of the United states (instead of outside the 
judicial district where t.he offense was com
mitted), to offenses committed under the 
Internal Revenue Code of 1939 with respect 
to which the statute of limitations has not 
expired prior to the effective date of this 
section. This provision shall be deemed 
an amendment to' section 3748 (a) of the 

-Internal Revenue Code o"f 1939, except that 
if the period of limitations provided in this 
section would expire prior to 3 years after 
the date of enactment of the Internal Rev
enue Code of 1954 solely by reason -of such 

.amendment, lt shall not expire prior to the 
end of such 3-year period. The House re
cedes. 

Amendment N(}. 487: This amendment to 
section 6532 (b) of the House bill restores 
existing law by reducing from 6 years to 5 
_years the period in which the United States 
may bring suit to recover an erroneous re
fund if· it appears that any part of such 
refund was induced by fraud or misrepre
sentation of a material fact. The House 
recedes. 

Amendment No. 488: This amendment to 
section 6601 (f) of the House ·bill (relating 
to interest on underpayments) provides that 
if notice and demand is- made for payment 
of tax, and if the amount demanded 1s paid 
within 10 days after such notice and demand, 
interest will not be imposed upon such 
amount for the period subsequent to -the 
date of the notice and demand. The House 
recedes . . 

Amendment No. 494: This amendment to 
section 6653 (a) of the House bill provid~d 
that the addition to the tax of 5 percent of 
an underpayment of income tax or gift 
tax due to intentional disregard of rules or 
regulations shall not be made where a tax
payer in good faith intentionally disregards 
rules or regulations because lie reason
ably believes the rules or regulations are 
invalid and attaches to his return an ade
quate statement which sets forth the rules 
or regulations disregarded and the ·grounds 
for believing them invalid. The Senate re
cedes. 

Amendments Nos. 495, 496, 497, 498, and 
498a: These amendments make the follow
ing changes in section 6654 of the House bill 
(relating to failure by individuals to pay es
timated income tax): 

(1) .Amendment No. 495 amends subsec.,. 
tion (d) to provide that no additional charge 
shall be applied -with respect to any install
ment where the total amount of tax paid by 
the installment date is not less than 90 per
cent of the tax computed, at the rat-es ap
plicable to the taxable year, on the basis of 
the actual taxable income for the months in 
the taxable year ending before the month in 
which the installment is required to be paid 
(as if such months constituted a taxable 
year). The House recedes. 

(2) Amendment No. 496 adds subsection 
(e) providing that for the purposes of this 
section the estimated tax shall be computed 
without any reduction for the amount 
which the taxpayer estimates as his credit 
under section 31 (relating to tax withheld at 
source on wages) . Subsection (e) also pro
vides that, for the purposes of this section, 
the amount of the credit allowed under sec
tion 31 for the taxable year shall be deemed 
a payment of -estimated ·tax, and an equal 
part of such amount shall be deemed pl,lid 
on each installinent date (determined under 
section 6153) for such taxable year. How-

ever; if -the taxpayer establishes the dates on 
which all amounts were actually withheld, 
the amounts so withheld shall be deemed 
payments of estimated tax on the dates on 
which such amounts were actually withheld. 
The l;iouse recedes. 

(3) Amendment No. 497 red.esignates sub
section (e) of the House bill as subsection 
(f) · and as such it is amended to provide 
that the term "tax", for the purposes of sub
sections (b) and (d), means the tax imposed 
by chapter 1 reduced by the credits against 
tax allowed by part IV of subchapter A of 
chapter 1 other than the credit against tax 
provided by section 31. The House recedes. 

(4) Amendment No. 498 adds subsection 
(g) providing that the application of this 
section to taxable years of less than 12 
months shall be only in such manner as may 
be prescribed by regulations. The House 
recedes. 

(5) Amendment No. 498a adds subsection 
(h) providing that this section shall apply 
only with respect to taxable years beginning 
after December 31, 1954, and that section 
294 (d) of the 1939 Code shall apply with 
respect to taxable years beginning before 
January 1, 1955. The House recedes. 

Amendments Nos. 499 and 501: These 
amendments make the following changes in 
section 6655 of the House bill (relating to 
failure by corporations to pay estimated in
come tax): 

(1) Amendment No. 499 (1) amends sec
tion 6655 (d) (1) to provide that an install
ment of estimated tax will be deemed suffi
cient if it is based on the tax shown on the 
.return of the corporation for the preceding 
·taxable year reduced by $100,000, if a return 
showing a liability for tax was filed by the 
corporation for the preceding taxable year 
and such preceding year was a taxab.le year 
of 12 months. The House recedes. · 

(2) Amendment No. 499 (2) amends sec
tion 6655 (d) (3) of the House bill to pro
vide that, in computing the tax on an an
nualized basis by reference to the months 
in the taxable year before the installment 
date, the income to be annualized may be 
either that for the months immediately pre
ceding the month of the installment date, or 
for a period ending 2 months earlier, which
ever will result in no charge being made. 
The House recedes. 

(3) Amendment No. 501 adds subsection 
(f) to section 6655 of the House bill, pro
viding that the application of this section 
to taxable years of less than 12 months shall 
be· only in such manner as may be pre
_scribed by regulations.- The House recedes. 

Amendment No. 502: Section 6863 (a) of 
the House bill (relating to stay of collection 
of jeopardy assessments) provided, like ex
isting law, that the amount of the bond re• 
quired to stay collection of a jeopardy assess
.ment might be as much as double the amount 
of the tax the collection of which was sought 
to be stayed. The Senate amendment pro
vides that the amount of the bond shall be 
equal to the amount of the tax, including 
any additions thereto, collection of which 
is sought to be stayed. The House recedes .. 

Amendment No. 503: This amendment, for 
-which there is no corresponding provision in 
the House· bill, provides for the stay of sale of 
property seized under a jeopardy assessment 
of income, estate, or gift tax during the 
period a petition may be filed with the Tax 
Court and, if such petition is filed, until the 
decision of the Tax Court becomes final. The 
provision does not apply if the taxpayer con
Bents to the sale, or if the Secretary or his 
delegate determines that the expenses· of 
conservation and maintenance of the prop
erty seized will greatly reduce the proceeds, 
.or if the property is perishable goods as de
fined in section 6336 of the House bill. The 
House recedes. 

Amendznent No. 505 (2): Section 6901 (d)· 
(1) of the House bill provided that, if a 
transferee or fiduciary agreed to an exten
sion of the period .!or assessment. the period 

:ror filing cialm "for credit or ·refund of tax 
paid by hi~ is also extended for the period 
of the agreement and 6 months thereafter. 
The Senate amendment provides that, where 
the statute of limitations is extended for an 
overpayment made by the transferee or fidu
ciary! it will be extended for a like period 
with respect to an overpayment made by the 
transferor in those cases where the transferee 
or fiduciary is legally entitled to credit or 
refund of such overpayment. The House re
cedes. 

Amendments Nos. 506 and 507: These 
amendments eliminate the provisions of the 
House bill which would change existing law 
by treating a willful failure to make a tax 
return as a felony rather than a misde_
meanor. Under the amendments, as under 
existing law, a willful attempt in any man
ner to evade or defeat tax or the payment 
thereof will be treated as a felony and the 
willful failure to file a tax return will be 
treated as a misdemeanor. The House 
recedes. · 

·Amendment No. 508: The Senate amend-_ 
ment reduces the punishment imposed for 
offenses under section 7206, relating to fr~ud 
and false statements, from a fine of not 
more than $10,000 or imprisonment for not 
more than 5 years, or both, as contained in 
the House blll, to a tine of not more than 
$5,000, or imprisonment of not more than 
3 years, or both. The House recedes. 

Amendment No. 510: This amendment to 
section 7212 of the Bouse bill defines threats 
of force as meaning threats of bodily harm 
to the officer or employee of the United 
States or to a member of his family, and 
·provides that if an offense is committed only 
·by tllreats of force it is to be punishable 
by a ~e of not more than $3,000, or im

-prisonment for not more than 1 year, or 
both. The House recedes. 

Amendment No. 511: This amendment to 
section 7232 of the House bill reduces the 
maximum fine for failure to register or give 
bond, or for making false statement, by a 
manufacturer or producer of gasoline or lu
bricating oil from $10,000 to $5,000, which 
·corresponds to the maximum fine imposed 
under existing law. The House recedes. 

Amendment No. 515: The House bill con .. 
tained a specific provision that the assess
ment of the tax upon which the lien of the 
United States is based shall be conclusively 
presumed to be valid for purposes of adjudi
cation in an action to enforce the lien of the 
United States or to subject property of the 
delinqu~nt to the payment of the tax. The 
Senate amendment eliminated this provi
sion, thereby restoring existing law. The 
elimination of this provision is not designed 
to change the effe-ct under existing law given 
to the assessment in such an adjudication. 
The House recedes. 

Amendment No. 518: Section 7422 (e) of 
the House bill provided for a stay of pro
ceedings in cases where there is .concurrent 
jurisdiction in a district court (or the Court 
of Claims) and in the Tax Court of the same 
case . . The Senate amendment provides that 
such a stay shall not apply to a suit by a 
taxpayer which, prior to date of enactment 
of the 1954 Code, is commenced, instituted, 
·or pending in a district court. or the -Court 
of Claims for recovery of any income tax. 
estate tax, or gift tax (including penalties). 
The House recedes .. 

Amendment No. 521: This amendment de
letes the provision of the House blll (also 
conta-ined in existing law) which required 
the Secretary or his delegate to provide the 
Tax Court with suitable rooms in court
houses or other buildings when necessary for 
hearings by the Tax Court outside the Dis
trict of Columbia. The House recedes. 

Amendment No: 524: This amendment pro
vides that if a retired judge of the Tax Court 
is recalled .to duty he will receive, during his 
period of duty, the same compensation as· is 
.then. being paid to other Judges of the Tax 
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Court but will not receive retirement pay 
for such period. The House recedes. 

Amendment No. 526: The Senate amend
ment provides that the clerk of the Tax Court 
or his deputies may administer oaths without 
designation in writing by the chief Judge. 
The House recedes. 

Amendment No. 528: The House blll pro
vided that, if one party to a proceeding in 
the Tax Court files a petition for review, an 
additional month to file a petition for review 
will be available to the adverse party to the 
proceeding. The Senate amendment extends 
this provision to any party to the proceed
ing, whether or not such party is an adverse 
party. The House recedes. 

Amendment No. 530: Section 7494 of the 
House bill provided specific rules for deter
mining venue in criminal prosecutions for 
offenses under the internal revenue laws. 
The House bill provided, among other things, 
that tax would be deemed to have been paid 
(and a return filed) in the judicial district 
where a taxpayer resides if the mails were 
used, or at the office of the internal revenue 
officer if delivered in any other manner. The 
Senate amendment strikes out this section of 
the House bill. The House recedes. 

Amendment No. 535: The Senate amend
ment restores the provisions of existing law 
which exempt consular officers and employees 
of foreign states from payment of internal
revenue taxes on imported articles. The 
House bill contained no similar provisions. 
The House recedes. 

Amendment No. 537: This amendment to 
section 7621 of the House bill restores the 
prohibition contained in existing law that 
parts of two different States may not be com
bined into one internal-revenue district. 
The House recedes. 

Amendment No. 541: The Senate amend
ment to section 7701 (a) (20) of the House 
bill, relating to definitions, extends the ap
plication of the term "employee" as it relates 
to certain full-time life-insurance salesmen, 
to include those sections of the income tax 
laws which relate to accident and health in
surance, or accident and health plans, or to 
employees' death benefits. The House re
cedes. 

Amendment No. 545 (1): The House bill 
provided that chapter 3 of the House bill 
(relating to withholding of tax on nonresi
dent aliens, foreign corporations, and tax
free covenant bonds), and chapter 5 of the 
House bill (relating to transfers to avoid 
income tax), applied to payments and trans
fers occurring after the date of enactment 
of the bill. The Senate amendment makes 
these provisions applicable to payments and 
transfers occurring after December 31, 1954. 
The House recedes. 

Amendment No. 545 (2) : The Senate 
amendment added a new sentence at the 
end of section 7851 (a) ( 1) (C) to the effect 
that the provisions of the 1939 Code wh:ch 
are superseded by the provisions of subtitle 
A (relating to the income taxes) of the 1954 
Code, the applicability of which is stated in 
terms of a specific date occurring after 
December 31, 1953, shall be deemed to be 
included in subtitle A of the 1954 Code 
(thus making them applicable to taxable 
years beginning after December 31, 1953), 
but shall be applicable only with respect to 
the period prior to the taking effect of the 
corresponding provision of such subtitle A. 
The Senate amendment likewise added a 
new subparagraph (D) which provided that 
in the case of a taxable year beginning after 
March 31, 1954, sections 244 (relating to 
dividends received on certain preferred 
stock), 247 (relating to dividends paid on 
certain preferred stock of public utilities), 
and 922 (relating to deduction for Western 
Hemisphere trade corporations) of the 1954 
Code shall apply without regard to whether 
such taxable year ended before, on, or after 
the date of enactment of the 1954 Code. 

The House recedes with an amendment 
Which revises subparagraph (D) of section 

'7851 (a) (1). The new subparagraph (D) is 
applicable with respect to taxable years 
ending after March 31, 1954, which are sub
ject to tax under chapter 1 of the 1939 Code. 
The new ~ubparagraph (D) makes amend
ments to various provisions of the 1939 Code 
which are necessary to carry into effect the 
extension of the corporate tax rate and 
credits which under the 1939 Code were 
applicable only with respect to taxable years 
beginning before April 1, 1954, and to repeal 
the reduction in the corporate tax rate and 
prevent the changes in credits which under 
the 1939 Code were to take effect with respect 
to taxable years beginning after March 31, 
1954. 

Amendment No. 545 (3) : This amend
ment, by an addition to section 7851 (a) (4) 
of the House bill, provides that provisions 
having the same effect as _ section 6416 (b) 
(2) (H) of the bill (see the explanation un
der Senate amendment No. 466a) and so 
much of section 4082 (c) of the bill as refers 
to special motor fuels (see the explanation 
under Senate amendment No. 301a) shall be 
considered to be included in the Internal 
Revenue Code of 1939 effective as of May 1, 
1954. The Senate amendment also removes 
whatever ambiguity may have existed under 
the Excise Tax Reduction Act of 1954 with 
respect to the rate of tax on diesel fuel for 
the month of April 1954 by expressly provid
ing that section 2450 (a) of the internal 
Revenue Code of 1939, as amended by the 

·Excise Tax Reduction Act of 1954, applies to 
the period beginning on April 1, 1954, and 
ending on December 31, 1954. The effect 
of this latter provision of the Senate amend
ment is to make it clear that the rate of tax 
on diesel fuel for the month of April 1954 is 
2 cents per gallon, rather than 1V2 cents per 
gallon. The House recedes. 

Amendment No. 545 (4): The House bill 
provides an effective date of January 1, 1955, 
with respect to subtitle E of the 1954 Code, 
relating to alcohol, tobacco, and certain other 
excise taxes. The Senate amendment pro
vides an exception with respect to chapter 
53 of the House bill (relating to taxes on 
machine guns and certain other firearms) , 
the provisions in section 5411 of the House 
bill permitting the use of a brewery for the 
purpose of producing and bottling soft drinks 
under regulations, and the provisions of sec
tion 5554 of the House bill (relating to pilot
plant operations), so as to make these pro
visions effective beginning with the day af
ter the date of enactment of this title. The 
House recedes. 

Amendment No. 546: The House bill pro
vided that subtitle F of the bill (relating to 
procedures and administration) applies on 
and after the day after the enactment of the 
1954 Code, except that certain provisions of 
the 1939 Code will continue to apply to taxes 
imposed by that code. The Senate amend
ment provides that the provisions of chapter 
63 of the 1954 Code relating to assessment 
(other than those relating to deficiency pro
cedures in the case of income, estate, and 
gift taxes), chapter 64, relating to collection, 
and chapter 65, relating to abatements, 
credits, and refunds (other than the provi
sions of sec. 6405, relating to reports of re
funds and credits to the Joint Committee on 
Internal Revenue Taxation) shall not be 
effective until January 1, 1955, when they 
shall apply to taxes under both the 1939 
Code and the .1954 Code. Before January 1, 
1955, the corresponding provisions of the 1939 
Code shall remain in effect with respect to 
taxes under both the 1939 Code and the 1954 
Code. The House rec.edes. 

Amendment No. 548: Subsection (b) of 
section 7851 of the House bill contained pro
visions that all offices, positions, appoint
ments, employments, boards, or committees 
authorized by the 1954 Code shall not be 
abolished by repeal of the pertinent provi
sions of the 1939 Code. The Senate amend
ment makes clarifying changes and makes 
the provision also applicable to internal-

revenue districts. The Senate amendment is 
designed to continue (despite repeal of the 
1939 Code and enactment of the 1954 Code) 
all offices, positions, boards, and committees, 
all appointments and employments of officers 
and employees, and all internal-revenue dis
tricts, existing immediately before enactment 
of the 1954 Code, the continuance of which 
is not manifestly inconsistent with any pro
vision of the 1954 Code. The amendment 
also makes clear that, in every such case, the 
authority to make changes shall not be re
stricted by this provision of the 1954 Code. 
The Senate amendment also adds a provision 
that, notwithstanding the repeal of the 1939 
Code, any delegation of authority (including 
redelegations thereunder) pursuant to the 
provisions of Reorganization Plan No. 26 of 
1950 or Reorganization Plan No. 1 of 1952, and 
in effect immediately preceding enactment of 
the 1954 Code, shall remain in effect for pur
poses of the 1954 Code, unless clearly incon
sistent therewith. The provision does not 

.limit in any manner the power to amend, 
modify, or revoke such delegations or re
delegations of authority. The House recedes. 
. Amendment No. 550: The House bill pro
vided that no provision of the 1954 Code is to 
apply where its application would be contrary 
to any treaty obligation. The Senate amend
ment limits this prohibition to treaties in 
effect on the date of enactment of the 1954 
Code. The House recedes. 

Amendment No. 551: This amendment 
added section 201 of the Miscellaneous Title 
to the House blll to authorize the Attorney 
General and the Federal Bureau of Investi
gation to investigate any violation of title 18, 
United States Code, involving Federal em
ployees and requiring the head of every de
partment or agency to report to the Attorney 
General all information relating to such vio
lations received in his d~partment or agency, 
unless responsibility for performing such 
investigation has been specifically otherwise 
assigned by existing law or the Attorney 
General otherwise directs. Existing author
ity of all agencies to investigate matters 
conferred upon them was not to be limited. 

Existing law authorizes the Secret Service 
to detect and arrest any person violating any 
law concerning matters administered by and 
under the direct control of the Treasury De
partment. This amendment also added sec
tion 202 to the blll, striking the provision in 
section 3056 of title 18, United States Code, 
which confers such authority. The Senate 
recedes. 

Amendment No. 552: This amendment 
added section 203 of the Miscellaneous Title 
to the blll amending section 3748 (a) of the 
1939 Code (relating to periods of limitation 
for prosecution of offenses committed under 
the internal revenue laws) and section 3282 
of title 18 of the United States Code (re
lating to periods of limitation for prosecu
tion of certain non capital criminal offenses) 
so as to extend the period of limitation un
der each section from 3 years to 5 years. The 
amendments were to be effective as to ail 
offenses committed on or after the date of 
enactment of this bill and as to offenses 
committed prior thereto prosecution of 
which was not barred on the date of enact
ment. The House recedes with an amend
ment which eliminates the amendment to 
section 3282 of title 18, and limits the ex• 
tension of the period of limitations undet 
section 3748 (a) of the 1939 Code to offense!! 
under section 4047 (e) of the 1939 Code1 

thereby confining it to certain offenses of offi
cers and agents appointed and acting under 
authority of the revenue laws. 

DANIEL A. REED, 

THOMAS A. JENKINS, 

RICHARD M. SIMPSON, 

Managers on the Part of the House. 

Mr. EBERHARTER. Mr. Speaker:, the 
first point of order I wish to offer to the 
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conference report is that a copy _of the 
House bill is not before the House. 

. The SPEAKER. A copy of the report 
is not before the ·House? 

Mr. EBERHARTER. A copy of the 
House bill, H. R. 8300, is not before the 
House. Members cannot obtain a copy 
of the House bill. 

. The SPEAKER. The subject matter 
before the House is the conference re
port, rather than the bill as such. 

Mr. EBERHARTER. Mr. Speaker, if 
I may discuss the matter, under section 
6518, chapter 527, I think it is, ·volume 5 
of cannon's Precedents, it is stated that 
the House bill with the Senate amend
ments must be on the fioor of the House 
for consideration. As I see it, the Mem
bers are unable to obtain copies of the 
House bill. 

The SPEAKER. The Chair will say 
that both the bill and the conference 
report are here. The precedent in 
volume 5, section 6518, of Hinds Prece
dents requires the official papers-the 
House bill and the Senate amendment
to be here. They are here at the desk 
at this moment, and there is no require
ment that each Member have a copy. 
The point of order is overruled. 

Mr. EBERHARTER. Will the Chair 
indulge me in the making of my point 
of order until I obtain a copy and until 
other Members may obtain a copy of the 
House bill? 

The SPEAKER. The Chair will say 
that the copy is here. 

Mr. EBERHARTER. Mr. Speaker, a 
further point of order. In the CoNGRES
SIONAL RECORD _and in the printipg of the 
report there are differences in the print
ing of the report in the RECORD as com
pared with the conference report as 
printed here. 

The SPEAKER. Will the gentleman 
outline those differences? 

Mr. EBERHARTER. Mr. Speaker, in 
the RECORD. which I have before me, page 
12399, third column, second paragraph 
in the conference report the RECORD 
reads "110a" whereas the conference re
port reads "110.'' 

The SPEAKER. Are there any other 
dift'erences? 

Mr. EBERHARTER. Mr. Speaker, I 
have on the way over from my office 
other instances where the RECORD and 
printing do not agree. 

The SPEAKER. In reference to the 
point of order, the Chair will say that 
the conference report states that the 
House should recede from disagreement 
to amendment No. 110 and the RECORD, 
in the third column of page 12399, also 
indicates· a recommendation that the 
House recede from its disagreement to 
amendment No. 110. Therefore, the 
Chair must overrule the point of order. 
Are there any other points of order? 

Mr. EBERHARTER. Mr. Speaker, in
asmuch as it is necessary for me to await 
the arrival of some papers, I will object 
to the reading of the statement in lieu 
of the report. I ask that the conference 
report be read. 

The SPEAKER. The conference re
port has been considered as read. 

Mr. EBERHARTER. Mr. Speaker, a 
point of order. 

The SPEAKER. Th~ gentleman will 
state it. 

Mr. EBERHARTER. I object to the 
reading of the statement in lieu of the 
report. 

The SPEAKER. The House, by unani
mous consent, gave permission for the 
report to be considered as read, with 
the understanding that the gentleman 
could make his point of order. The re
port has now been considered as read. 

The gentleman from New York [Mr. 
REED] is recognized for 1 hour. 

Mr. REED of New York. Mr. Speaker, 
I ask unanimous consent to revise and 
extend my remarks and include extrane
ous matter. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 
- There was no objection. 

Mr. Reed of New York. Mr. Speaker, 
I hope that I may have the attention 
of the House. It is not often, if ever, 
that I have asked the House to listen 
to what I have to say. But, we are deal
ing here VTith a very important and care
fully prepared piece of legislation. 

Mr. Speaker, I call up the conference 
report on the bill <H. R. 8300) to revise 
the internal-revenue laws of the United 
states and ask unanimous consent that 
the statement of the managers on the 
part of the House be read in lieu of the 
report. 

Mr. Speaker, the conference report on 
H. R. 8300 culminates one of the most 
monumental legislative tasks ever under
taken by the Congress. It represents the . 
fruit of hundreds of thousands of man
hours of work, spread over many months 
of intensive staff study, many weeks of 
public hearings, and many long weeks of 
executive consideration. In addition, 
thousands of private individuals through
out the United States have given unstint
ingly of their time and effort to this 
great undertaking. Their suggestions 
and their constructive criticisms have 
played a large part in the tax-revision 
project. 

Above all, I must pay tribute to each 
of the 25 members of the Ways and 
Means Committee. Their devotion to 
this task has been without parallel in 
my experience. Certainly no job could 
be more exacting than that of technical 
tax revision. The members of our com
mittee--both the majority and minor
ity-measured up to the task in magnifi
cent fashion. 

As the bill was reported by the Ways 
and Means Committee and passed by the 
House, it was recognized that much tech
nical work of a perfecting nature still 
needed to be done. This was particu
larly true in view of the fact that our 
committee did not hold public hearings 
on the finished bill. The public, especi
ally the members of the tax profession, 
received the opportunity to be heard in 
the other body. 

As a result, 553 amendments were 
adopted by the Senate. The large num
bers of these amendments is evidence 
of the tremendous scope of the bill. 
However, the great bulk of the Senate 
amendments are merely clerical, tech
nical, or conforniine in nature, and only 
173 of the amendments can be consid
ered · truly substantive. These are · all 
eXJ?lained fully in the conference report 

which has, already been printed in the 
RECORD. 

Many of the Senate amendments rep
resent needed improvements in the 
House bill. A number represent further 
liberalizations in certain of the relief 
provisions-for example, in the provision 
pertaining to working mothers. A num
ber of the Senate amendments represent 
a return to present law in certain areas 
where it was felt further study was 
needed. This was true, for example, 
with respect to the provisions of the 
House bill pertaining to foreign income 
and to certain of the provisions pertain
ing to corporate reorganizations. All of 
these amendments were considered with 
great care by your conferees. 
· I believe that the bill as modified by 

the Senate and by the conference agree
ment represents a splendid achievement. 
It makes the year 1954 truly a landmark 
in our tax history. 

I will not attempt to explain generally 
the various agreements reached in con
ference. These have already bee:r;t 
placed in the RECORD. However, I know 
that there is one provision of great inter
est to the House-that pertaining to the 
double taxation of dividends. You will 
recall that the House bill provided par
tial relief from the double taxation of 
dividends in two successive steps. Un
der the House bill, taxpayers would have 
been entitled in the first year to exclude 
entirely $50 of dividends and to have a 
tax credit equal to 5 percent of any divi
dends in excess of that amount. In the 
second and succeeding years, the exclu
sion was raised to $100 and the tax credit 
to 10 percent. The Senate eliminated 
all but the $50 exclusion. I am gratified 
to be able to report that the conferees 
agreed to a 4-percent tax credit for divi
dends received after July 31, 1954. This 
is, indeed, a very modest approach to 
the double-taxation problem, and I re
gret that more substantial relief could 
not be agreed upon. In this connection, 
I would like to point out that Canada 
already provides a 20-percent tax credit 
for dividends-twice the relief provided 
in the House bill and 5 times the relief 
agreed upon by the conferees. I believe 
it to be far more than coincidence that 
American dollars have been pouring into 
Canada in recent years to the detriment 
of our own economic expansien. So 
long as we retain discriminatory double 
taxation in our own tax system, we can 
expect to discourage investment in our 
own enterprise, thus stiffing our own 
economic growth and preventing the 
creation of jobs for our own workers. 

Contrary to what some would have us 
believe, there is nothing new in the pro
posal to give relief from double taxation 
of dividends. I have already pointed out 
the substantial relief which Canada 
grants today. Moreover, Great Britain 
has given such relief for over 100 years. 
'rbe_ fact is _ that the UQited States has 
been backward in this regard. 

Much has been said in certain. quar
ters to the effect that the proposed relief 
from double taxation of dividenqs means 
that investors will pay lower taxes tha~ 
wage earners. Of- course, nothing could 
be further from the truth. The fact 
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is that income derived. from. equity in· 
vestment today bears a far higher bur
den of taxation-because of the doubling 
up of the corporate and individual in
come taxes-than does any .other form 
of income. All we are now proposing 
is a relatively minor reduction in that. 
additional .burden. Investment income 
will still bear a far higher tax burden 
than earned income. One can imagine 
the clamor in this House-and rightly 
so-if wages were taxed to the corpora
tion prior to their distribution to its 
employees and then taxed again in the 
hands of its employees. That would be 
double taxation with a vengeance. For
tunately, our tax laws have never per
mitted such an injustice to arise. On 
the other hand, we have blindly permit
ted an identical injustice to continue to 
exist with respect to investment income. 
H. R. 8300, as agreed to by the con
ferees, makes -a very small reduction in 
that unjust and discriminatory burden. 
The proposed 4 percent credit will re
lieve investors of approximately one
thirteenth-! repeat, only one-thir
teenth-of the tax already paid by the 

corporation. That is very modest relief, 
indeed. 

I would also like to point out that 
under the conference agreement, as un
der the House bill, each taxpayer, no 
matter what his tax bracket, will receive 
exactly the same amount of relief with . 
respect to a given amount of dividend 
income. For example, at the present 
time, the lowest bracket taxpayer, pay
ing a 20-percent rate, must pay a tax 
of $200 on $1,000 of dividends. Under 
the conference proposal, he will receive 
a $40 reduction in that $200 tax. A 
wealthy taxpayer, paying an SO-percent 
rate, must today pay a tax of $800 on the 
same $1,000 of dividends. Under the 
conference proposal, this taxpayer will 
receive the identical $40 reduction in 
his $800 tax. Of course, while their tax 
reductions are identical in dollar amount, 
the lower-bracket taxpayer will receive 
a 20-percent reduction in his tax, while 
the upper-bracket taxpayer, in the case 
I have just given, will receive only a 5-
percent reduction in his tax. 

Finally, I would like to point out that 
the cost of the bill as agreed to in con-

ference falls somewhat short of the cost 
of the bill as it passed the House. The 
House bill, atter taking into considera
tion the extension of the present 52- . 
percent corporate tax rate, contained a 
net loss in revenue of $170 million. The 
Senate .bill would have lost $116 million, 
The conference bill involves a net reduc
tion in Federal tax receipts of $163 mil
lion___,.$7 million less than the House bill. · 

Mr. Speaker, l cannot emphasize too 
strongly the importance of the imme
diate adoption of this conference report. 
To individual taxpayers throughout the 
country, this bill means an end to nu
merous inequities and hardships which 
have grown up over the years. More
over, let us not forget that the bill also 
closes many loopholes . through which 
skillful taxpayers can avoid paying their . 
just share of the tax burden. Enact
ment of this bill will serve as an imme~ 
diate stimulus to the entire economy. It 
will be a go-ahead signal to economic 
growth-new businesses and new jobs. 
Let us give that green light to the Ameri
can economy today by prompt adoption 
of this conference report. 

Comparison of the estimated revenue effects of H. R . 8300 for the fiscal year 1955 as passed by the House, Senate, and as agreed to by the 
· _ conferees 

[Millions of dollars] 

Estimated revenue loss 
or gain(+) 

Confer-
House Senate ence 

bill bill agree-
ment 

,_ 

Estimated revenue loss · 
or gain(+) 

Confer
House Senate ence 

biU bill agree-
ment 

---11---------------------1---------
Individuals: 

Head of family: 
(a) Full split income_______________________________ 50 -- ------ ----- ---
(b) Full split income for 2 years after death of 

spouse and ~split income for taxpayers who 
support parents regardless of their place of 
abode..--------------------------------------- -------- ________ 11 

Dividends received: 
Exclusion: 

$50 in 1954 and $100 thereafter__________________ 45 ------- - --------
$00 in 1954 and subsequent years _______________ ---- ---- 46 46 

Tax credit: 
5 percent August 1954-July 1955 .and 10 percent · 

thereafter---------------------------------- 195 ------- - --------
4 percent of taxable dividends received after 

July 31, 1954 _______________________________ ----"--- ------ - - 158 

Total, dividends received ___________________ _ 240 46 204 

Taxation or annuities on life expectancy_______________ _ 10 10 10 
Deduction for dependents regardless of earnings________ 75 75 75 
Dependent deduction for members of taxpayer's house-

hold who meet the support test_ ____________ ___ ______ 10 10 10 
Retirement income credit______________________________ 125 141 141 
Deduction of interest charge on installment contracts__ 10 -------- 10 
Deduction for construction of grain storage facilities ___ -------- 36 --------

Medical expense deduction: 
Inc.rease in maximum limitation_------------------ 10 
Reduction in exclusion from 5 to 3 percent_________ 115 
Limitations on drugs and medicines to excess of 1 

percent of adjusted gross income_________________ +45 

Total, medical expense deduction _______________ _ 80 

Child care deduction.------------------------------~---. 40 
Exemption for distributable trusts (increased from $100 

to $300) _ ---- --------------------------- -------------- 3 
Premium payment test on life insurance_______________ 25 
Increase charitable contribution limitation from 20 to 

30 percent___________________________________________ _ 25 
Deduction for soil and water conservation expenditures_ 10 
Depreciation___________________________________________ 75 
Partnerships and proprietorships taxed as corporations __ --------

Effect on individuals--------------------------------- 778 

10 
115 

+45 

80 

130 

3 
25 

25 
10 
77 
20 

688 

10 
115 

+ 45 

80 

130 

3 
25 

25 
10 
73 
20 

827 

t A small part 9( this estimate applies to individuals but cannot be clearly segre
gated. 

t. Excludes eStimate for uranium, thorium, and vanadium. Data confidential. 

Corporations: 
Natural resources: t 

Depletion____________________ ________ __ __ __________ 2 27 
Allow capital gains treatment for iron ore royalties _____ ___ ·_ 

134 
10 

--------
Total, natural resources--------------------------- 27 44 34 

Foreign income: Treatment of branch profits _______________________ _ 
95 --- ----- --------14 percent differential rate _________________ _______ _ 55 

Denial of differential rate on manufactured prod-
ucts imported ________________ --- --------------- __ 

Removal of overall limitation on foreign tax credit_ 

Total, foreign income---------------------------- 147 

D epreciation: 
Allow declining balance at 200 percent of straight line ____________________ -- - -___ ______ ________ _____ 300 
Allow declining balance on full cost of construction 

completed after Dec. 31, 1953 ________________ ____ · -------
Restrict declinmg balance to assets with useful life 

of 3 or more years ___ ____________________________ _ --------

Total, depreciation ______________________ ----- ___ _ 

Net operating loss: 
Extend carryback to 2years ______________________ _ 
Adjustments for dividends received and depletion. 

Total, net operating loss ________________________ _ 

Denial of dividends-received credit for dividends from 

300 

90 
10 

100 

2 

300 

32 

+9 

323 

90 
30 

120 

2 

300 

29L 

90 
30 

120 

insurance companies______________ ___________________ 3+27 -------- -------
Removal of 2-percent surtax on consolidated return of 

regulated public utilities ________ ____________ _______ -------- 35 35 
Tax on earnings improperly accumulated ______________ -------- 10 10 
Allow corporations with 10 or less stockholders to file 

as partnerships ____ ------ - --- ____ ____________________ --------
Continuation of 26-percent capital-gains rate to Apr. 1, 

50 

1955 __ --- ------------------ -·---- --------------------- --------Accounting provisions_________________________________ 45 
+9 +9 
47 47 

Declarations and payment of estimated tax_ ___________ (t) 
Alcohol, distilled spirits strip stamps _______ ___________ _ --------

(4) (4) 
6 6 

Effect on corporations, exclusive of rate extens:on ___ _ 592 628 536 
==== Extension of 52-percent corporate rate __________________ +I, 200 +I, 200 +1, 200 
=== 

Grand totaL ________ ------ _____ ---------------------- 170 116 163" 

3 Not included in House report. 
• No revenue effect in fiscal year 1955. 
Source: Staff or the Joint Committee on Internal Revenue Taxation. 
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I -want to say another word: I under-· 
stand there is going to be a motion to · 
recommit. To say that l -am astonished 
that one should be made is putting it 
very lightly. If you will look through 
the history of legislation and parlia
mentary procedure, I doubt whether you 
can find a single precedent where the 
conferees, having followed the instruc
tions of the House, and agreed to a com
promise, the House then voted to recom
mit, and to repudiate its own conferees 
and its own instructions to the con
ferees. 

There is no such precedent. Why 
such an extraordinary procedure should 
be attempted in this particular case 
with a great· monumental bill of this 
kind which reaches into every home in 
the United States is very difficult for me 
to understand. Yet that is the attempt 
whtch is being made today. I certainly 
hope we will·return to a proper situation 
as far as motions to recommit are con
cerned. 

Mt. COOPER. Mr. Speaker, will the 
gentleman yield? 

Mr. REED of New York. I yield. 
Mr. COOPER. I am sure the dis

tinguished gentleman will recall that 
this very thing happened in 1951, when 
a motion to recommit the conference re
port was made and was adopted by the 
House. 

Mr. REED of New York. That may 
have been so, but I am talking about 

· this case wher-e the House has instructed · 
the conferees· and the conferees have 
followed the instructions of the House 
to the best of their ability. 

Mr. COOPER. The same situation 
prevails today, as it did in 1951. The 
conferees brought in a conference re- 
port. The gentleman from Pennsyl
vania [Mr. EBE-RHARTER] made a motion 
to recommit the conference report and 
the House adopted his motion. 

Mr. REED of New York. My recol
lection is that Mr. EBERHARTER'S motion 
in 1951 is in no sense a precedent for 
the action here proposed. In that case 
there had not previously been an un
successful motion to recommit on the 
same- point when the bill was initially 
considered by the House. 

Mr. Speaker, I hope the House will 
vote overwhelmingly for the conference 
report. 

Mr. BOGGS. Mr. Speaker, will the 
gentleman yield for a question? 

Mr. REED of New York. I yield. 
Mr. BOGGS. I should like to address 

a technical question to my distinguished 
chairman. I understand that there is a 
provision in the bill that prohibits the 
use of a tax carry-forward in another 
business unless that business is related 
to the one with the tax carry-forward. 
1 have in mind a newspaper which has 
a tax carry-forward and they wish to 
acquire a TV station or a motion picture 
producing company. Since all three of 
these businesses are in the field of in
structing and entertaining the public, 
would be chairman care to express the 
intent of this language as to whether a 
tax carry-forward could be used by the 
newspaper company in the television op
eration or in the motion picture pro
ducing company. 

· Mr. REED of New York. I will be . serting a $100 increase in individual in· 
very glad to. If I understand your ~ come tax exemptions. The Senate de
question-correctly, a newspaper corpora· -~ leted entirely the provision for -a credit 
tion with a net operating loss carry- · against tax for dividend income, and 
forward wishes to purchase a television called for a study of this subject by the 
station or a motion picture business Treasury Department, to be submitted to 
which is expected to show a profit and the Congress by January 15, 1955, but 
you wish to know whether the news- still provided for a $50 exclusion of divi
paper corporation will be able to use its dend income from gross income for· tax
loss carry-forward to offset the antici- payers. As a matter of principle, I still 
pated profits from its new activities. I believe that it is wrong to provide any 
would say that there is nothing in the · more favorable tax treatment for un
bill which, in an appropriate case, would earned income than earned income; 
preclure the newspaper corporation however, since both the House and the 
from using its net operating loss carry- Senate passed the bill containing a $50 
forward to offset the profits from its new exclusion of dividend income for tax pur
lines of activity. I am assuming, of poses, that provision was not in con- · 
course, that all the activities in ques- ference. 
tion are conducted by the same corpo- It will be recalled that under the House 
rate entity. provision, in the first year of operation, 

Mr. BOGGS. I thank the gentleman $50 of dividend income would have been 
very much. excluded from tax, by an exclusion from 
· Mr. REED of New York; The gentle- gross -income, and a 5 percent credit 
man is very welcome. against tax for the remaining amount of 

Mr. Speaker, I yield 10 minutes to the dividend income would have been al
gentleman from Tennessee [Mr. CooPER]. lowed. In the second year of operation, 

Mr. COOPER. Mr. Speaker, 1 ask $100 would have been excluded from tax 
unanimous consent to revise and extend and a 10 percent credit against tax of 
my remarks and include a table. the remaining amount would. have been 

The SPEAKER. Is there objection allowed. The House Republican Me~
to the request of the gentleman from bers on the conference voted to provide 
Tennessee? a 4 pe:cent credit against tax for d~vi-

There was no objection. de~d mcome, 3:fter the $50 exclusiOn, 
which was not m conference, had been 

~!· COOPE~. Mr. Speaker, I had the taken into account. It was primarily 
PriVIlege of bemg a conferee on the pro- this action on the .part of the majority 
pos.ed Internal Revepue Code of 195~, .. ·members of the House conferees which 
H. R. 8300. I did not sign the .co~eren~e caused us Democratic conferees-the 
r.eport .. My reason for not sigrung this gentleman from Michigan [Mr. DINGELL] 
r.epm:t ..IS. well known to the ~embers of - and·me-to decide not to sign the 'confer
the House, from the spe~ch whic~ I ma<:fe ence report. 
when H. R. 8300 was bemg co~Idered m Mr. HALLECK. Mr. Speaker, will the 
th~ House on Mar~h 17 of this year. I gentleman yield? 
obJected at that time not only to the · . · 
fact that the proposed revision of the. Mr. COOPE~. I yield to the gentle-
Internal Reve:~;,me Code granted favored. man from Indiana. 
treatment to income from dividends Mr. HALLECK. ~an the gentleman 
while no relief whatever was being pro- ~ell us about the ac:t10n of the coD:fer~es 
vided to income taxpay~rs generally, I m the other body m respect to sigrung 
also objected to the principle of provid- the report? . . 
ing more favorable treatment for un- Mr. COOPER. My recollection IS that 
earned income than for earned income. most of them signed it. 

It was my feeling then and it is still Mr. FORAND. Mr. Speaker, a point 
my feeling that if tax relief can be pro- of order. . 
vided without endangering the fiscal af- Last Saturday we were told we could 
fairs of the Government, sole reliance not refer to the other body. I do not 
cannot be put on the methods recom- think it permissible for the majority 
mended and sponsored by the present leader any more than any other Mem
administration and leadership. One of . ber of the House. 
the main ·arguments advanced for tax Mr. COOPER. I am afraid our dis
relief for dividend income is that the tinguished friend from Indiana inadver
economy of the country demands an ex- tently and unintentionally may have 
pansion in plant capacity .. It is my be- slightly transgressed the rules on that 
lief that the economy at this time should point, but in any event, as I understand 
be bolstered by an increase in purchas- it, it was not signed by all of the con
ing power through tax reductions for in- ferees in the other body, and I think one 
dividuals generally. Statistics on our of them was a member of the gentle
productive capacity bear out the fact man's party. 
that we already, in many instances, have 1 fully realize that in our free enter
~nused productive capacity. At the same prise system, investment in productive 
time, we all know that tax burdens on capacity and businesses must be encour
low-income taxpayers are so great that aged but this does not mean that invest
they have difficulty making ends meet, ment income should be given a tax ad
even as to the necessities of life. vantage over other types of income. 

We on this side of the aisle when the Dividends are running at an all-time 
bill was originally considered in the high, and in addition profits are _being 
House came within four votes of pro- plowed back into businesse$ in record
viding fair and equitable tax relief by breaking amounts. With our economy 
deleting the exclusion and tax credit for already suffering from a lack of pur
dividend income from the bill and in- chasing power rather than capacity. I 

' 

. 
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firmly believe that favorable tax treat
ment for investment income at this time 
cannot possibly be justified. Only a small 
fraction of individual-income taxpayers 
will benefit from the proposed tax credit 
and exclusion for dividend income. Only 
a little over 4 percent of the people in the 
whole country own any publicly held 
stock. Putting it another way, 92 per
cent of American families own no pub
licly held stock whatever. Of the re
maining 8 percent of American families, 
only six-tenths of 1 percent own 80 per
cent of such stock. 

Mr. DIES. Mr. Speaker, will the gen
tleman yield? 

Mr. COOPER. I yield to the gentle
man from Texas. 

Mr. DIES. I wonder if the gentleman 
could tell us how much revenue the 
Treasury is going to lose under this bill 
as now agreed upon by the conferees. 

Mr. COOPER. The distinguished 
gentleman has anticipated my remarks, 
because I will cover that in just a 
moment or two. 

It is being argued that since the pro
visions on dividend income in the pend
ing conference report do not lose as much 
revenue as the provisions would have 
when it was originally before the House, 
it is not as objectionable as it was orig
inally. It is estimated that the total loss 
from the present 4-percent tax credit and 
$50 exclusion will be $362 million in a 
full year of operation, compared to $814 
million in the bill as it was presented to, 
and passed by, the House. The $50 ex
clusion in the conference report will lose 
$46 million and the 4-percent credit will 
lose $316 million, a total of $362 million. 
There is still a loss of $362 million in a 
full year of operation. 
. Mr. DIES. In that connection, does 

the gentleman have information as to 
the total loss of revenue by the bill as a 
whole? 

Mr. COOPER. My recollection is that 
the total loss will be about $1,363,000,000. 
The continuation of the corporate rate 
at 52 percent for another year brings in 
$1,200,000,000. These are the estimates 
for fiscal 1955. 

There is still embodied in the con
ference report a matter of tax principle 
and philosophy which, regardless of the 
loss of revenue, I must oppose; namely, 
the selection of a small group of tax
payers-investors for tax relief on their 
unearned income. 

The present administration and lea
dership in the Congress, despite the 
many promises which we heard 2 years 
ago of both tax reductions and a bal
anced budget, have endorsed deficit 
financing in their tax program. Wheth
er or not this is advisable at this time, 
it is still a fact. I do take strong ex
ception to the reversal of our present 
principles of taxation, in which our bas
ic philosophy is taxation on ability to 
pay, resulting from the treatment pro
posed for dividend income. 

In the case of a married couple with 
two dependents with an income of $3,000 
from salaries and wages, their tax bill 
is now $60. In the case of the married 
couple with two dependents with $3,000 
of income from dividends, their tax bill 

fs only $40 under ~the proposed provision 
in the conference report. This amounts 
to a reduction of over 33 percent for the 
family with the dividend income, com· 
pared to the wage earner. Comparable 
figures for such a family with $10,000 
of income from wages is $1,372, and with 
dividend income, only $1,099, amounting 
to a percentage reduction of 19.9 per
cent. 

A table which I am inserting at this 
point in the RECORD, under permission 
to revise and extend my remarks, gives 
a more detailed comparison of tax lia
bilities: 
Com parison of t h e tax l i abi l i ty of a person 

with all - salary incom e an d a per son w ith 
all-dividend incom e u n der H . R. 8300 as 
agreed to by the conferees, w hen fully 
effective-Marri ed couple, 2 dependents 

Tax .liability on-2 Percent-
P ercent- age in-

age reduc- crease in 
tion in take-

Income 1 Dividend tax !or home 
Salary income 3 

individ- pay !or 
income (un- u al with ind ivid-
(earned) dividend ualswith earned) income dividend 

income 

·---------
$3,000 ___ __ ___ $60 $40 33.3 0. 7 $4,000 ____ ___ _ 240 184 23. 3 1. 5 
$5,000- ----- - - 420 328 21.9 2. 0 ss,ooo ___ ____ _ 976 775 20.6 2.9 
$10,000 __ ____ _ 1, 372 1,099 19.9 3. 2 
$15,000 __ ____ _ 2,486 2,031 1!!. 3 3.6 
$20,000 ___ ____ 3,800 3, 163 16.8 3. 9 
$25,000 __ ____ _ 5, 318 4,497 15.4 4.2 $50,000 __ ____ _ 15,976 14,246 10. 8 5. 1 
$100,000 __ ___ _ 44,724 41, 188 7. 9 6.4 
$300,000 __ ____ 194,804 184,058 5. 5 10.2 
$500,000 __ __ __ 356,956 339,009 5.0 12.5 
$1,000,000 .• •• 766,456 730, 509 4.7 15. 4 

I Income before dividend exclusion , personal deduc
tions and exemptions. 

2 Assuming personal ded uctions of 10 percent of income. 
a Assumes 1 spouse has dividend income. 

I doubt that our friends on the other 
side of the aisle would have admitted 
during the last presidential campaign 
that this was the sort of tax reductions 
which they were promising us. The 
long-awaited and long-promised tax re
lief for individuals and businesses gen
erally is still to materialize. I believe 
that relief from taxation for dividend 
income is not only wrong at this time, 
but also wrong in principle in face of 
the economic conditions facing the 
country today. 

I intend to offer a motion to recommit 
the conference report to conference, 
with instructions that the House con
iferees accept the Senate amendment 
deleting entirely any percentage credit 
against tax for dividend income. 

Mr. MILLER of Nebraska. Mr. 
Speaker, will the gentleman yield? 

Mr. COOPER. I yield to the gentle
man from Nebraska. 

Mr. MILLER of Nebraska. I want to 
ask about the dividends. Are the div
idends that the individual received 
taxed before he gets the dividends? 

Mr. COOPER. No. 
Mr. MILLER of Nebraska. Is he pay .. 

ing the tax on them twice? Is the busi
ness taxed before he receives them? 

Mr. COOPER. I am sure the distin
guished gentleman from Nebraska un-
derstands the long-standing argument 
based on the point that the corporation 
pays a tax, then after the dividends are 

distributed to individuals, the indi
vidual pays a tax on the income received 
from dividends. 

Mr. MILLER of Nebraska. And in 
connection with the corporation tax, is 
that a tax upon the dividends that are 
paid to individuals? 

Mr. COOPER. No; that is a tax on 
the income of the corporation. 
. Mr. REED of New York. Mr. Speak

er, I yield 4 minutes to the gentleman 
from Ohio [Mr. JENKINS]. 
· Mr. JENKINS. Mr. Speaker, I should 

like to reply fully, if I have time, to what 
my good friend from Tennessee [Mr. 
CooPER] has said. I am surprised at 
what he has said since he was so splen
didly cooperative in bringing this bill 
through the conference. In substance, 
he said he is going to make a motion to 
send this back to the committee of con
ference and instruct the conferees to ac
cept an item that the Senate had passed 
upon favorably and that the Senate con
ferees had yielded on in conference. 
Now, let me repeat that: He wants to 
send this bill back to the committee of 
conference and ask the conferees to ac
cept what the Senate had passed, when 
the two Senators on the committee both 
voted and yielded up what the Senate 
had passed and took what is in this bill. 
Now, that would be a strange situation, 
would it not? I believe I have a right 
to say who the Senators on the commit
tee of conference were: They were two of 
the most popular Members of the Sen· 
ate. I mean Senator GEORGE and Sena .. 
tor BYRD. Now then, if we follow Mr. 
COOPER's advice we will send this bill 
back and in effect tell these two distin
guished Senators that they did not know 
what they were doing when they yielded 
it up in conference. This would be very 
unusual and very useless. 

I just want to impress on you one 
thing more, if I may. Everybody who 
speaks about this great bill wants to say 
how big and how important it is and how 
expansive it is in its scope and how much 
time it took in its preparation. But, do 
you not know that when we went into 
the conference on this bill the Senate 
had sent our bill back with 553 amend
ments? And, do you not know that we, 
the 5 House and 5 Senate conferees, 
worked on it only about 3 days? We had 
the most harmonious session in confer-· 
ence that I have ever seen or ever even 
thought about. One of the finest things 
about that conference was the fact that 
the two Democrats on our side cooper
ated remarkably with us and the votes 
of the House Members were unanimous 
most of the time. I know of only a few 
instances in which they voted contrary 
to the rest of us. The Democrats were 
very loyal and cooperative in every way. 

Now then, let us think about this mat
ter seriously. What are we going to do 
about this legislation? They want to 
send it back. They want to recommit it. 
I do not know what they would do with 
it if they gqt it recommitted. If and 
when they went back into conference, 
with the Senators they would find out 
that their work was in vain. 

Mr. Speaker, this important tax bill is 
a historical event in the annals of con-
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gressional legislation. Lawyers and I 
being one of them can speak f~r them 
have always been glad to base their au~ 
thority for their arguments back to the 
Constitution. In other words, the Con
stitution is the bedrock of all our law 
and of all our legal practice. With this 
tax legislation there seems to be a di11er
ent situation. We recognize that the 
power to tax is an inherent power of the 
Government. However, when we ap
proved the 16th amendment to the 
Constitution providing for the levy of in
come taxes we started a fountain from 
which blessings have trickled to every 
branch of the Government and to almost 
every country in the world. Lawyers, 
therefore, do not build up from the foun
tain as they do from the Constitution. 
The tax laws had become very confusing, 
and it was very difficult for the average 
lawyer or the average accountant to tell 
what the law was and what its applica
tions were. The tax laws overlapped, 
and were badly in need of a complete re
vision. 

The Treasury of the United States has 
always retained a number of tax experts 
in its employment. The .Ways and Means 
Committee and the Finance Committee 
of the Senate, realizing the expansive 
extent of the tax law ramifications, de
cided to set up for their use and use in 
the committee, generally a joint commit
tee staff. This staff has now become a 
staff that has in its membership quite a 
large number of very capable men and 
women. Mr. Colin Stamm is at the head 
of this staff, and of him I think I can say 
he is one of the best posted men on taxes 
that could be found anywhere in the 
country. The members of the staff of the 
Ways and Means Committee consist of a 
number of very capable men and women. 
As I have already stated· the Treasury 
staff, likewise, has generally been a very 
capable staff, and it is now probably more 
capable than it has ever been. The tax 
lawyers, the· tax collectors, and the peo
ple, generally, realized that something 
should be done to recodify and simplify 
the tax laws, and to prevent taxpaying 
from becoming such a terrible scourge to 
so many of our people. In order to re
lieve this situation the Ways and Means 
Committee 2 years ago, when the Repub
licans came into power, decided that it 
would ask the joint staff of the House 
and Senate to make an exhaustive study, 
with reference to how best to make this · 
decided improvement. 

Mr. Stamm and his group, together 
with the members of the Ways and 
Means Committee, arranged for, and did 
have, public hearings extending over sev
eral months. Hundreds of prominent 
men, representing all groups of people, 
came before these tax experts and gave 
their views with reference to how this 
situation could be remedied. The Treas
ury Department took an active interest 
1n these hearings, with the result that 
when the present session of Congress 
convened the Ways and Means Commit
tee had a bill ready for introduction. 
This bill has been known all over the 

-country as H. R. 8300. This has been a 
very voluminous bill, containing nearly 
500 pages. It deals with · practically 
every subject that relates in any way to 

Federal taxation. The preparation of 
this bill in the Ways and Means Commit
tee was participated iii by all of theRe
publican and Democratic members on 
the committee. All members, regardless 
of politics, felt that this bill was needed, 
and we should all cooperate together to 
produce a bill that would meet the needs 
of the people. 

In due course, the bill was presented to 
the House of Representatives and was 
passed by an overwhelming vote. 

Th bill then went to the Senate. The 
Finance Committee of that great body 
d~cided to give the bill a thorough study, 
With the result they called in the same 
joint committee staff to which I have 
heretofore referred and also the same 
staff from the Treasury Department. 
While this bill was being considered in 
the Senate these experts, by reason of 
their exhaustive studies, easly found a 
number of improvements which they 
thought should be included in the Sen
ate bill. This was done, and the Senate 
passed a bill largely similar to the House 
bill, but at the same time the Senate bill 
contained over 500 amendments. Many 
of these amendments were technical and 
clerical in their nature, while quite a 
number were substantive. 

When the bill had passed the Senate, 
it was referred as usual to a conference 
committee, which committee consisted of 
our distinguished chairman, Mr. REED 
of New York, t ranking members, in
cluding myself, of the Ways and Means 
Committee of the ·House, and 5 mem
bers who were the ranking members of 
the Finance. Committee of the Senate. 
When we conferees met it was feared 
that the differences between the two 
Houses of Congress would be so numer
ous and so substantial that an agree
ment between the conferees would be 
very difficult to accomplish. However, a 
very different situation developed-the 
House Members took the position that 
they had prepared a bill of which they 
were proud, and the Members of the 
Senate took the same viewpoint, but the 
two groups together realized that the 
House bill was not a bill for the House 
only, and the Senate bill likewise was 
not a bill for the Senate only, but that 
from both of these bills taken together 
the committee on conference should 
evolve a bill that would be for the best 
interests of the people of the country. 
The Senate yielded their views on a 
number of occasions, and likewise, Mem
bers of the House did the same with the 
result that practically a new bill was 
produced. This bill represents the best 
work that the experts were capable of 
rendering, and, likewise, the best work 
that the members of the committee of 
conference could turn out. 

So, Mr. -Speaker,- I am glad that the 
two Houses with their able staffs have 
given to the people a bill that is not for 
the express benefit of any group or any 
class, but a bill that is for the best inter
ests of the people, generally, and the 
country as a whole. 

I am proud of the opportunity I had to 
collaborate with these capable experts, 
and with the fine statesmanship repre
sented by the other members of the 
committee on conference. 

Mr. REED of New York. Mr. Speaker, 
I yield to the gentleman from Michigan 
[Mr. DINGELL] to extend his remarks. 

Mr. DINGELL. Mr. Speaker, I, too, 
refused to si.gn the conference report. 
I am going to vote against it. 

Mr. Speaker, I endorse everything 
which has been said by the gentleman
from Tennessee [Mr. COOPER]. As he 
stated, Mr. CooPER and I, as the two 
Democratic conferees on the part of the 
House, did not sign the pending confer
ence report, primarily because of our 
opposition to the violation of the ability- · 
to-pay principle of taxation involved in 
giving the ''coupon clippers" favored tax· 
treatment. 

I have spoken out many times oppos
ing the traditional Republican trickle
down philosophy of taxation. Nowhere 
is that philosophy more openly mani
fested than in the proposal sponsored 
by the present Republican administra
tion and its leadership in the Congress to 
give the coupon clippers a tax break 
while in the words of the present Secre~ 
tary of the Treasury, strenuously oppos
ing any relief for individual income tax
payers generally. 

The Republicans have bEen attempt
ing to hoodwink the public by taking· full 
credit for tax reductions which have 
taken place since they have been in of
fice. This is downright dishonest. We 
as Members of the House know that the 
$3 billion reduction in individual income 
taxes effective on ·January 1, 1954, had 
already been scheduled by the Demo
crats and was contained in the Revenue 
Act of 1951 as we wrote it when the 
Democrats were in control in 1951. The 
same is true of the $2 billion reduction 
in corporation taxes which took place by 
reason of the expiration of the Excess 
Profits Tax Act. As a matter of fact, the 
Republicans continued the excess-prof
its tax 6 months beyond its June 30, 
1953, expiration date. By these state
ments, I do not mean that I believe that 
the excess-profits tax should have ex
pired earlier than it did, but I do want 
to put the record clear on just what the 
Republicans have really done about tax 
reductions. 

The Revenue Act of 1951, written while 
the Democrats were in control, provided 
for the termination on April 1, 1954, of 
the increases in the excise taxes which 
were increased to finance the defense 
preparations necessary on account of 
the Korean incident. The Republicans 
not only did not permit these reductions 
to take place as scheduled, but planned 
to make these increases in excise taxes 
·permanent until the Democrats, with the 
threat of a motion to recommit provid
ing for a temporary extension of only 1 
year, forced them to back down and 
agree to such an extension. In an at
tempt to defeat Democratic efforts to 
increase individual income tax exemp
tions, the Republicans also provided in 
the same bill continuing the increased 
collections of $1.077 billion in excise tax 
revenues for 1 year, a reduction in excise 
·taxes of $999 million. The net effect 
still was an increase of $78 million in ex
cise taxes. Again I want to warn the 
public that the procedure used by the 
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Republicans in reducing excise taxes, 
whereby those above 10 percent were re
duced to 10 percent, is a big step toward 
an eventual fiat Federal sales tax. 

In order to sell the pending revision in 
taxes, the Republicans in their own 
words are continuing with reluctance the 
present 52 percent corporate tax for 1 
more year. Here again, this increase in 
corporate tax was scheduled by law to 
expire on April 1, 1954. 

Mr. Speaker, we all recall the rich 
man's tax bill of the Republican 80th 
Congress. You would think that the 
fate which the Republicans met at the 
polls as a result of their actions in the 
80th Congress would have taught them a 
lesson. Apparently they have · not 
learned. They are back again with a 
bill designed to take care of coupon clip
pers. 

As a matter of principle, equity, and 
fairness, and reality in face of present
day economic conditions, I hardly see 
how even the Republicans, despite their 
traditional attitude on taxes, can so 
wholeheartedly support the tax favorit
ism embodied in this bill. I have already 
manifested my displeasure by not sign
ing the conference report, and I am 
joining with the gentleman from Ten
nessee [Mr. CooPER] in his vote to send 
the conference report back to confer
ence and delete the tax credit provision 
for dividend income. I only regret that 
we are not in a position of being able to 
send the report back to conference to 
delete also the $50 exclusion for dividend 
income. 

Mr. REED of New York. Mr. Speaker, 
I_ yield 4 minutes to the gentleman from 
PennsYlvania [Mr. SIMPSON]. 

Mr. -SIMPSON of Pennsylvania. Mr. 
Speaker, I thank the distinguished chair· 
man of the Ways and Means Commit· 
tee [Mr. REED] for the opportunity of 
urging House support of the conference 
report. This presents an opportunity 
for me to express that which we all have 
within our hearts, a kindly feeling for 
the distinguished chairman of the com· 
mittee through whose untiring and un· 
yielding efforts the monumental revi· 
sion of our tax laws now before us has 
been performed. Mr. REED has com
pletely devoted the past year and a half 
to this very important work, which he 
did on behalf of this Congress and the 
American people. It is a monumental 
work. The impetus, the driving force, 
if you please, was the chairman of our 
committee, whom we honor and to whom 
we extend our thanks. 

I am sure that the mere fact that a 
motion will be made shortly to recom· 
mit this conference report does not re
flect more than wishful thinking on the 
part of certain leaders of the Democratic 
Party-it cannot represent their con
cern about the merits of the legislation, 
for the sponsor of the motion to recom
mit gave his support very completely to 
a vast portion of the bill. 

In considering this conference report 
we must not forget that H. R. 8300 is 
in fact but one of several bills in the Eis
enhower tax-reduction program for the 
83d Congress. H. R. 8300 is not to be 
considered alone, but as a part of the 
~hole-other bills in the series have 

given relief in the personal income area 
and the excises. H. R. 8300 combines 
tax reduction for both individuals and 
corporations, and with respect to the 
item under controversy at the moment, 
it will be the subject of the recommital 
motion, the matter of a 4-percent credit 
against dividend receipts by the tax
payer. It is this small area involving 
only about $350 million out of a tax re
duction program for this Congress total
ing $7 billion, that the Democratic dic
tatorship questioned and would use as a 
basis for killing this great and monu
mental excise-tax reduction program. 
The fact is that if the Democratic meas
ure to recommit this conference report 
should succeed the chance for favorable 
action thereafter on H. R. 8300 would be 
slim. As a matter of practical legislative 
procedure, the adoption of the Demo
cratic recommital motion will mean that 
the millions of taxpayers who will profit 
under H. R. 8300 will be denied relief. 

This $350 million which will not be 
taken from the taxpayers, if the Demo
cratic recommital motion is defeated, will 
remain in the hands of taxpayers who 
have already invested their funds in 
American business, for the $350 million is 
the proceeds of a tax levied against earn
ings represented by dividends paid on 
account of stock ownership of American 
productive enterprises. 

This is only a part of the story, how
ever, for in addition to decreasing money 
available for further expansion through 
the purchase of more stocks, H. R. 8300 
seeks to remove grievous inequities pres
ently in our tax laws. · If an American 
citizen sees fit to invest some of his money 
in stock in American business he thus be
comes a part owner of the business and 
helps to provide jobs for his fellow citi
zens. He could, of course, put his money 
in a safe deposit box where it would help 
no one and provide no jobs, or he could 
invest it in Government bonds where it 
probably would provide no worthwhile, 
productive, or creative job. Our taxpay
er, however, puts his in a business and 
provided a job for an American workman. 

Under these circumstances our tax 
laws tax the product of his labor not once 
but twice-once to the corporation which 
provides the job, and then if any money 
is paid in dividends these dividends are 
taxed again. Thus, if $100 before taxes 
are earned by a corporation, the corpora
tion may pay from $52 to $80 in taxes, 
and thus from·the remaining $20 to $48 
the corporation may pay a dividend of, 
for example, $10 to $20. This income to 
the corporation, now called a dividend, 
would then be taxed in the hands of the 
individual taxpayer at whatever rate that 
taxpayer pays, anywhere from 20 percent 
to 80 percent. 

This is wrong and should be removed 
from our law. What H. R. 8300 does is 
to provide a small measure of relief. 
namely, 4 percent relief is provided. 

I think this should remain in H. R. 
8300 and believe that by doing so we will 
greatly encourage individuals to invest 
their capital in American business. 

If we do not limit this double taxation 
and strike it from our books, the next 
step would be triple taxation, for there 
is no reason why, if it is proper to tax 

income twice, it would not be proper to 
tax it 3 or 4 time.s. We should firmly 
announce the policy of taxing income but 
once and do it by adopting the confer· 
ence report now under consideration. 

Our whole economy will be strength
ened by the action of Congress in the 
granting of this small measure of relief 
from double taxation of dividends. I 
hope the measure will be expanded in 
years to come so that eventually corpo
rate income will be taxed but once, just 
as are the earnings of a worker. I be
lieve this policy will greatly strengthen 
the free-enterprise system and lead to 
the expansion of business, and bring 
about a gradual and continuous increase 
in the American standard of living. 

Mr. REED of New York. Mr. Spe:;~.k
er, I ask unanimous consent that all 
Members of the House have 5 legislative 
days in which to extend their remarks 
at this point in the RECORD on this con
ference report. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? · 

There was no objection. 
Mr. PHILBIN. Mr. Speaker, I have 

greatest admiration for our distinguished 
friend from New York, the able chair
man of the committee [Mr. REED]. He 
is one of the great Americans of our 
times. I must commend him for his 
outstanding work on this bill so char
acteristic of all his efforts in the House. 
I also commend the committee which has 
labored earnestly on these matters. 

However, there are provisions as well 
as omissions in this measure which ap
pear to me to go to fundamental princi
ples and I cannot subscribe to it as a 
whole, though there are many provisions 
which I could support. 

I believe in and seek to follow cer· 
tain definite principles of taxation. 
Frankly in these complex matters it is 
often difficult to apply them but never
theless it is incumbent on me to strive 
to sustain them. 

Basically, the principle of ability to 
pay is the foundation of our present sys
tem of taxation. But any tax measure 
must be equitable, fair, and nondiscrim
inatory. It must promote even handed 
justice for every class and segment of 
our American society. It should impose 
no harsh, unreasonable exactions upon 
any group. Such a measure should not 
soak the rich and it should not gouge 
the poor. It should not inequitably exact 
from small business and the middle 
classes. It should not extend preferen
tial treatment to any individual or class. 

The power to tax is the power to 
destroy. If we place too heavy a bur
den upon business, large or small, our 
vaunted system of free enterprise to 
which we largely owe our greatness as a 
Nation cannot thrive. In time it could 
be taxed to death and the tendency ap
pears to be in that direction. If we 
tax the ordinary working men and wom
en more than their just share, we cut 
purchasing power and reduce our prized 
high American standard of living. No 
tax bill should be voted by this Con· 
gress which tends to these results. 

We are becoming a tax-ridden peo· 
pleat every level-local, State, and Na-
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tional.· We must :find a way-to cut down 
all tax levies generally and relieve- our 
people and our-businessmen from stulti
fying and repressive effects threatening 
to paralyze incentive and disrupt the fine 
social standards our-Nation enjoys. 

While this bill is a monumental tax 
law revision with many good features, it 
also contains great inequity, great fa
voritism, great discrimination, and great 
penalization of virtually every class. To 
apply a rule which extends great relief to 
unearned than to earned income is not 
only unconscionable but unsound and as 
a matter of policy very unwise. 

I favor relief for business and investors. 
But I also favor relief for the workers 
and the farmers and the professional 
people of the country, for the great rank 
and file who make up the strength, 
vitality, and power of this great land. 
If there is to be relief for investors there · 
should likewise be relief for the people 
in the homes, larger exemptions for 
those who raise families and keep this 
country great and strong. That strikes 
me not only as sound morality but sound 
economics. I think the bill should be 
revised and rewritten to accord with the 
foregoing principles and views and I 
hope the House will so act. · 

Mr. MILLER of California. Mr. 
Speaker, I am opposed to amendment 
No. 10 of the conference report on the 
Internal Revenue Code of 1954, H. ·R. 
8300, on the grounds that it is discrim
inatory. 

It provides for "a credit against in
come tax of an individual of a per
centage of the dividends received from 
certain domestic corporations which 
are included in gross income." The 
quotation is from page 22 of the con
ference report, No. 2543. 

I could accept the arguments made by 
the proponents of the proposition that 
income derived from stock dividends of 
private corporations be given limited 
exemption if they included with it a 
like exemption for income derived from 
United States Government bonds or the 
bonds of the States and other political 
subdivisions. 

The majority leader, the gentleman 
from Indiana [Mr. HALLECK], ar
gues that th~ money invested in cor
porations the dividends of which will 
be partially exempted represents money 
saved and channeled into avenues of 
trade and commerce. It is an implied 
reward for thrift. 

Are not moneys invested in United 
States Government savings bonds that 
make possible expenditures for defense 
or important public functions equally 
the results of moneys set aside or ac
cumulated througt. thrift? 

Why should a person who invests 
money to earn interest with a private 
corporation be treated more favorably 
than one who l~nds his money to Gov
ernment? 

Why discriminate against those who 
have been encouraged to ·invest in war 
bonds? 
- Mr. CURTIS of Missouri . . Mr. Speak
er, I should like to call the attention of 
my colleagues to certain sections of the 
measure now before us, principally sec-

tion 6016, which beginning in Septem
ber 1955, require certain corporations to 
estimate their income tax in advance 
and also to make partial advance pay
ments. 

Under this proposal, some 20,000 cor
porations will be required to pay 5 per
cent of the estimated tax due for 1955 
in the third and fourth quarters of next 
year. Such advance payments will in
crease by 5 percent a year and, at the 
end of 5 years, these corporations will be 
paying 25 percent of their estimated tax 
due in each of the third and fourth 
quarters of. the year for which the taxes 
are incurred. The reason that this 
plan will apply to only about 20,000 cor
porations is that the bill contains an 
exemption of $100,000 of tax liability. 

This plan was proposed by the admin
istration largely because next year cor
porations will be required to pay 50 per
cent of their . tax due in the first and 
second quarters of the year. Obviously, 
this creates a heavy imbalance in the 
:flow of corporate taxpayments, which 
the Treasury Department wishes to cor
rect. In addition, it is felt that with 
many corporations already purchasing 
tax anticipation certificates this new 
method would create no great hard
Ship. 

However, like many other Members of 
the House, I have received a substantial 
volume of correspondence protesting this 
new plan. These protests have come 
from all types of firms, including some 
that would not be affected because of 
the $100,000 exemption. My own view 
is that the proposal is a good ·one and in 
the end will prove to be of benefit to 
business by putting their tax accounts 
on a more even keel. However, I cannot 
be unmindful of these protests. 

Since this new method wi11 become only 
partially effective in September 1955, I 
believe that Congress might wish to study
it again early next year, particularly 
since many of the protests have claimed 
that it will have a harmful effect on 
working capital. Business critics have 
also claimed that such a radical depar
ture in the method of paying corporate 
taxes should have full and public hear
ings in order that both its advantages 
and disadvantages can be properly 
weighed. In view of the delayed effec
tive date of this proposal, I would like 
to suggest that early next year the Com
mittee on Ways and Means consider 
holding brief public hearings in order 
that both the Treasury Department and 
the business community may have ari 
opportunity to comment fully on this . 
innovation in the method of paying cor-
porate taxes. · -
- Mr. SAOLAK. Mr. Speaker, this 
conference report on the tax revision 
bill of 1954 is another step in the legis
lative process of enacting into law, a 
"monumental work" as it was so aptly 
termed by the great · chairman of the 
Committee on Ways and Means, the 
gentleman from New York [Mr. REED] at 
the outset of his remarks today. Hav
ing attended the ·extended hearings on 
this proposal which became H. R. 8300 
and having actively participated in the 
numerous executive seSsions. before . the 

bill was originally passed in the House 
on March 18, 1954, I want to attest to the 
terminology of it being· a monumental 
bill and go further to state that when
ultimately it is approved by the Presi
dent, the first overall revision of the Tax 
Code in 70 years will be a monument 
to the untiring, indefatigable and un
swayed determination of Mr. REED to· 
undertake what at times -must have 
seemed to be an insuperable task and 
guide it to a successful conclusion. That 
such a bill was needed to overhaul, in 
many instances, outmoded sections of 
the Tax Code no one would deny but each 
urged that it be undertaken realizing 
its necessity and its vital import to our 
economy. It was a challenge to the 
gentleman from New York who, after 
many years of continuous service in the 
House became the chairman of the 
Ways and Means Committee. Accepting 
the challenge, fighter that he has been 
for his convictions and beliefs, he went 
to · work with a zest that characterized 
his previous pursuits, recruited the as
sistance of capable staff workers and set 
out toward the objective with a commit
tee membership that immediately sensed 
the epochal job that was being started 
and gave the chairman great cooperation 
throughout the months of its labor. 

Mr. Speaker, this tax bill will, in fact, 
be the keystone . in the transition from 
a wartime to a peacetime economy. One 
of its most important and immediate re
sults will be the encouragement to private 
enterprise to go forward in building a 
stronger and better America. It will 
assure that from now on each Ameri
can worker will be secure in the knowl
edge that his job is a peacetime job 
and does not depend upon the sacrifice 
of some other member of his family on 
the battlefield for his security. 

Mr. MILLS. Mr. Speaker, undoubted
ly the popular thing to do by any Mem
ber of the House during an election year· 
is to vote for any bill that proposes to 
reduce anyone's -taxes. However, I am 
concerned over the fiscal a:ffairs of the 
Government and the present policy of 
enlarging our debt even at a ·time when 
we are not engaged in a shooting war. 

I for one believe that we, as Members 
of the House, should face up to our re- · 
sponsibilities as· legislators and not in ef
fect, short-change the taxpayers. Run
ning the financial affairs of the Govern
ment is no different, except as a matter 
of degree, than running our own finan
cial affairs. If we in either case are going· 
further into debt, we must face the day 
of reckoning at some time in the future. 

The tax reductions in H. R. 8300 mean 
a further increase in our deficit, and in 
turn our national debt. The taxpayers. 
in the long run are going to have to pay 
this . debt if democrtrtic processes are to 
continue to exist in America. Countries. 
in the past that have repudiated inter
nal governmental debt have experienced 
changes in government. At best, this 
reduction in taxes now just postpones 
the time that we can eventually pay off 
our public debt . .. It also means that fu
ture generations will bear a greater share 
of our present debt, and we and they wil~ 
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pay more interest on it out of taxes col
lected in each succeeding fiscal year. In
terest now being paid is above $40 per 
capita per year. 

I am particularly concerned that the 
reductions in revenue provided for in this 
bill amount to $1.363 billion, while at the 
same time the administration has asked 
that the ceiling on the public debt be in
creased because the debt itself is again 
rising. 

I am also concerned over increasing 
our deficit by granting tax reductions in 
a very selective manner to businesses 
and individuals. If tax reductions are 
properly spread, so as to bolster our 
economy generally, they may in net ef
fect increase revenues to the Govern
ment. The ones proposed in H. R. 8300 
are so selective that very few corpora
tions, businesses, and individuals will be 
benefited, since they must be in a par
ticular circumstance in order to take ad
vantage of the proposed reductions. For 
instance, more favorable tax treatment 
of annuitants, working dependents, re
tirement income, and so on-while very 
meritorious-in and of themselves still 
will benefit relatively few individuals 
compared to the total of our taxpayers. 
In the case of corporations, the major 
reduction is that due to the adoption of 
new depreciation methods. Unless a 
corporation plans large_ investments in 
plant and equipment, it will not be bene
fited from this change. 

The type of tax reductions proposed 
in this bill would be much more com
mendable if they benefited individuals, 
corporations, and businesses generally, 
such as would be the case from reduc
tions in rates and increases in exemp
tions. Certainly this type of tax reduc
tion would be fair and equitable to all. 

I realize that there are many meritori· 
ous provisions in the bill that are appeal
ing to the Members of the House, includ
ing_ me, and many outside the Congress. 
However, the selective manner in which 
these provisions apply will mean little to 
taxpayers generally. 

A typical example of the s~lectiveness 
of the tax reductions proposed in H. R. 
8300 is the exclusion and credit against 
tax for dividend income. This certainly 
cannot be considered as benefiting 
the average taxpayer. Even if it 
should be admitted that some tax 
relief should be provided for dividend 
income, I question whether the approach 
of a dividends-received credit is the 
proper one. In my statement on the 
fioor of the House on March 18, 1954, I 
set forth an example of how the divi
dends-received credit would work. That 
example shows that, carried to its logical 
conclusion, the proposal for dividend 
income in the bill would amount to not 
only a complete elimination of personal 
income tax on dividends received by in
dividuals, but an actual reduction in 
taxes for individuals on other types of 
income which they may also receive. 

The claims which are being made that 
about $7 billion in tax relief has already 
been provided are very misleading, since 
the impression is being given that busi
nesses and individuals generally have 
already benefited from this tax relief. 

In the first place, most of these reduc
tions came about by terminations con
tained in the law and without aflirma
tive action on the part of the present 
Congress. In the case of the excess
profits tax which expired on December 
31, 1953, only about 50,000 of the 450,000 
corporations in the country were paying 
such taxes. In the case of individuals, 
the $3 billion increase in taxes provided 
for in the Revenue Act of 1951 termi
nated on December 31, 1953, as provided 
for by that act. Low-income individuals 
got no real benefit from this termination, 
because of an increase of one-half of 1 
percent in social-security taxes on Jan
uary 1, 1954. In the ·case of a family 
of 4 where the taxpayer earns less than 
$3,500 a year, taxes were actually in
creased due to the increase in the social
security taxes. I was not opposed to the 
social-security tax increase as provided 
for on January 1; however, the effect on 
low-income individuals, as far as their 
take-home pay was concerned, amounted 
to a decrease. If any group is entitled 
to tax relief, they are the ones who 
should be first considered. 

I cannot conscientiously vote to re
duce taxes on a selective basis, while 
at the same time leaving millions to pay 
more and in the process increasing the 
deficit of the Government. In the first 
place, such reductions actually dispro
portionately increase the burden on tax
payers generally and, in the second place, 
we are neither being fair with ourselves 
or the public since these are not even 
true selective reductions for all time to 
come but merely add to our public debt 
which all must eventually pay. 

I cannot escape the conclusion that 
H. R. 8300 does not meet the needs of 
individuals and businesses generally in 
the way of tax relief. We must continue 
to strive for that type of relief which is 
needed and do so at an early date. 

Mr. REED of New York. Mr. Speak
er, I yield the balance of my time to the 
gentleman from Indiana [Mr. HALLECK]. 

Mr. HALLECK. Mr. Speaker, I fear I 
have been burdening the Members too 
often and at too great length here on the 
fioor, but certainly I feel compelled to 
speak on this particular proposition be
fore us because this great tax bill which 
has been referred to in this body and in 
the other body and by Members of both 
bodies as a monumental task just must 
not be defeated in these closing. days of 
this session of the Congress. 

It has been a long, hard row that this 
bill has. followed. It has taken a lot of 
work. I commend the members of the 
committee particularly on the great job 
they have done. 

If you had the time to do it and could 
look through the CONGRESSIONAL RECORD . 
and read the speeches made in the other 
body by members of the party of my 
friends on the right, you would see that 
this bill is praised in the most lavish 
terms as one of the greatest accomplish
ments of recent years. If you will look 
at the conference report you will see 
there aflixed the names of the Members 
of the other body who favor this report 
as it is submitted, and I say that it in
cludes from the Democratic side two of 

the most outstanding Members of the 
other body. 

Now, then, look. We crossed this 
bridge before. For the life of me I can
not see why this motion 'to recommit is 
to be made. I do not know about all 
the precedents but I know that it does 
look just a bit ridiculous, when we voted 
on a motion to recommit before to take 
out more of a liberalization with respect 
to double taxation on dividends, that we 
are to be asked to vote on it again when 
the relief that is to be granted is of even 
lesser degree. 

I say the House spoke on that propo
sition. It has already been pointed out 
that, as we had the bill before us before, 
210 Members of this body voted against 
the motion to recommit, which provided 
for a $50 initial exemption and for step
ping up to 10 percent in the second 
year. Now this report is back with the 
$50 retained but the lesser amount of 4 
percent to be continued on through. I 
say to you in all frankness and candor, 
Why should we change our position at 
this time? 

Let me point out another thing to you 
in connection with this motion to recom
mit. If you have a motion to recommit 
on a bill that is before the House with 
instructions to the committee to report 
back the bill forthwith with an amend
ment, the committee reports back the 
bill immediately and the House adopts 
the amendment that is reported. But if 
you vote to recommit this conference 
rep.ort you stop the whole thing. The 
whole conference is out the window and 
conferees must to go back to confer
ence. No one knows what would happen 
in that event. 

I say we are getting on down to the 
end of this session. We want to con
clude the session with the accomplish
ment of the program that is before us. 
One of the things certailily that must be 
done is to get this tax bill passed. 

Some have referred to this bill as a 
rich man's tax bill. Let us remember 
first of all that the 52-percent tax on cor
porations is continued in this bill. It 
would have expired, but for the enact
ment of this bill. When you refer to the 
meager amount of relief with respect to 
double taxation on dividends that does 
not accrue to the benefit of the corpora
tion. That accrues to the .benefit of the 
7 million stockholders of this country 
who receive dividends. I must say I am 
just getting a little put out with these 
comparisons of the fevi dollars differ
ence between the tax paid on what is re
ferred to as unearned income of $3,000 
and earned income of $3,000. In the first 
place, before any person could buy 
enough stock to get $3,000 of income in 
dividends from that stock, he had to 
earn that money and save the money 
and invest the money-at least somebody 
had to do that. So I think it is still 
earned income. Let us not forget that 
the person who received $3,000 in divi
dends already was clipped $3,000 from 
what he would have had, but for the 
52-percent tax on the corporation's in
com-e to begin with. So he had to have 
upward of $6,000 in order to have $3,000 
left; · 



'1.95!,' -

We are sollcitious, of the farmer's wel
fare. rt a · farmer investS· $10,oo·o in a 
farm, we all want to protect that invest
ment and we want to see that the farmer 
gets a fair return on it. But, ii 1 of 7 
million people invests· $10,000 in stock, 
then ail at once he becomes an enemy 
of society. I JUSt do not happen to be
lieve in that doctrine and I doubt if there 
are very many people here who do. It 
takes about $15,000 of somebody's capital 
to put one man to work in this great pro
ductive machine of America. Where is 
that money coming from? I want to 
say to you in the last few years 75 per
cen-t Of it has been c'omizi.g from' borrow
ing. That is not the place to get that 
money. It ought to come in equity and 
investments of capital. That is the way 
to expand America. Everybod'y recog~ 
nizes that who has really considered this 
problem. So let us not get too concerned 
about that phase of the issue. 
. I am a little amazed at the action of 
my good friend, - the gentleman from 
Tennessee [Mr. COOPER]-and he is my 
good friend. You know after the war, 
we here i'n the Co.ngress appointed a c.om
mittee which was called the Committee 
on Postwar Economic Policy and Plan
ning. We created that committee under 
the chairmanship of our good friend, the 
gentleman from Mississippi, BlLL CoL
MER. To do what? To take a look at 
our situation as we would find it after 
the war and to advocate those things 
which would be calculated tO. bring us 
through a transition.xreriod. The gentle
man from -Tennessee ·[Mr. CooPER] was 
the chairman of one of thoSe subcommit
tees, and they submitted a report. I .do 
not 'know whether he concurred in that 
report or not, but it was submitted by 
.his subcommittee and adopted by the 
then Democratic committee. Here is 
what the Colmer coinmittee said in 1944: 

Consideration should be' given to the elim
ination of the present double taxation 'of 
dividend income either by treating the tax 
on corporate income as a withholding tax 
or exempting dividends from the personal 
normal tax or by some equivalent provision. 
Dividend income should, of course, continue 
to be the subject of a surtax. This tax re
form would not only correct an inequity in 
the present tax structure, but would also 
provide an important stimulant to risk 
capital. 

That was sound doctrine then. It was 
Democratic doctrine then. Why is it not 
sound doctrine today, even if it is Re
publican doctrine? 

In 1946, the committee made a further 
report and this is what they said: 

It feels that as conditions permit, there 
should be reduction in present corporation 
income taxes to avoid a serious deterrent to 
business expansion, and that further con
sideration be given to the dissemination of 
double taxation of dividends. 

There it is again. Then in 1947, the 
minority members-that was in the 80th 
Congress-the minority members of the 
great Committee on Ways and Means 
filed a minority report. on the tax bill, 
and, lo and behold, what do you suppose 
they said? First of all, I want to tell 
you who signed this. These are House 
Members so we can read .their names-
Jerry Cooper, John Dingell, Noble Greg~ 

ory, Sid Camp, Walter .Lynch, Aime 
Forand, and Herman P. Eberharter. 

He!'els What they said: 
Important structural administrative and 

procedural tax problems have been accumu
lating for 5 years since the Revenue Act of 
1942, the last comprehensive revision of the 
Internal Revenue Code. Many needed 
amendments would resUlt in substantial 
losses in tax revenue. Tax problems now 
under study by the Treasury Department-

And that was a Democratic Treasury 
Department. 

Tax problems now under study by the 
Treasury ·Department or the joint commit
tee staff include such important matters as 
the double taxation of dividends. 

Why this sudden and abrupt reversal? 
Then you were saying we ought to do 
something like this, and now you are 
saying exactly the opposite. 

Mr. FORAND. Mr. Speaker, will the 
gentleman yield? 

Mr. HALLECK. I yield. 
Mr. FORAND. That report does not 

say that we were favoring it. We were 
referring to studying it. 

Mr. HALLECK. If I must say so, the 
gentleman can equivocate about the 
language all he wants to, but anyone 
who can understand the English lan
guage knows when you said that you 
recognized that it was a problem, and 
you would not. have had it under con
sideration if you had not thought we 
ought to do something about it. 

I think that is just commonsense. 
Mr. FORAND. Mr. Speaker, will the 

gentleman yield further? 
Mr. HALLECK. I yield. 
Mr. FORAND. Is it not the proper 

thing for · Congress to consider things 
that are brought up, regardless of where 
they come from, in order to make a 
proper decision? 

Mr. HALLECK. That is exactly right. 
May I · say to the gentleman you 'ought 
to be considering it even though at this 
time it happens to be a Republican pro
posal. 
- This dividend income is the only type 
of income that is taxed twice, and no 
one here is advocating doing away with 
it altogether. The 4 percent is a meager 
beginning, If an investor buys bonds, 
he has got the first call on the assets of 
the corporation. When that interest is 
paid to him it is paid to him .without 
any double . taxation. . But the fellow 
who is willing to risk his capital, to put 
it into a venture, is subject to double 
taxation. 

Again, I . say we must proceed cau
tiously in this sort of matter. Country 
after country that is doing very well has 
applied this same principle; and may I 
say again that as we hear people talk 
about jobs and the need for an expand
ing economy in this country-and that 
is what we need-we must just realize 
that the capital aild savings of the people 
must be invested in order that we can 
expand our economy. 

I studied some economics a long time 
ago and I remember the definition of 
"wealth" was "ability to satisfy wants." 
And I guess ·that is what it is. But cap
ital is wealth devoted to further produc
tion. · Now, here is a proposition that will 
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stimulate investments, will lead people to 
put their money in, to· take the rlskS that 
make this country g.reat. I say, let us' 
not strangle it unless you want the day 
to come when the Government of the 
United States provides all the capital 
and perhaps beyond that owns all the 
production facilities of this great coun
try of ours. 

Mr. REED of New York. Mr. Speaker, 
will the gentleman yield? . 

Mr. HALLECK. I yield. 
Mr. REED of New York. There seems 

to be a misapprehension about the mo
tion to recommit. It does not provide 
for . an increase· in the personal ex
emption. 

Mr. HALLECK. No. I do not think 
it could include the $100 exell).ption, be
cause that was in the bill as it passed 
both Houses. But the motion to recom
mit will simply be on this matter of 
double . taxation of dividends with re
spect to which we have already crossed 
the bridge; and it is such a meager 
amount that there is no sound reason for 
supporting this motion to recommit." 

I sincerely trust that without regard 
to party we will vote down this motion 
to recommit and send this conference re
port to ,the other body where it will be 
overwhelmingly adopted, witn<n.Jt any 
questions of th~ sort being raised at aij, 
and go on about the business of the 
83d Congress. 

Mr. REED of New York. Mr. Speaker, 
I move the previous question. 

The previous question was ordered. 
The SPEAKER. The question is on 

the conference report. 
Mr. COOPER. Mr. Speaker, I offer a 

motion to recommit. · · 
The SPEAKER. Is the gentleman 

opposed to the report? · · 
Mr. COOPER. I certainly am, Mr. 

Speaker. 
The SPEAKER. The gentleman qual

ifies. The Clerk will report the motion. 
The Clerk read as follows: 
Mr. COOPER moves to recommit the confer

ence report ·on the bill H. R. 8300 io the 
committee of conference, with instructions 
to the managers on the part of the House to 
agree to Senate amendment No. 10. 

Mr. REED of New York. Mr .. Speaker, 
I move the previous question. 

The previous question was ordered. 
The SPEAKER. The question is on 

the motion to recommit. 
Mr. COOPER. Mr. Speaker, on that 

motion to recommit, I ask for the yeas 
and nays. 

'I'he yeas and nays were ordered. 
The question was taken; and there 

were-yeas 169, nays 227, not voting 36, 
as follows: · 

{Roll No. 121] , 

Abbitt 
Abernethy 
Addonizio 
Albert 
Alexander 
Andersen, 

H. Carl · 
Andrews 
Ashmore 
Aspinall 
Bailey 
Barden 
Barrett 
Battle 
Bennett; Fla. 

YEA&-169 
Blatnik 
Boland 
Bolling 
Bonner 
Bowler 
Brooks, Tex. 
Brown, Ga. 
Buchanan 
Burleson 
Byrd 
Byrne, Pa. 
Can.n,on 
Carlyle 
Carnahan 
Celler . · 

Chelf 
Chudo1f 
Condon 
Cooley 
Cooper 
Crosser 
Dawson, Dl. 
Deane 
Delaney 
Dies 
Dingell 
Dodd 
Dollinger 
Donohue 
Donovan 
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Dorn,s.c. 
Dowdy 
Doyle 
Eberharter 
Edmondson 
Elliott 
Engle 
Evins 
Feighan 
Fernandes 
Fine 
Fogarty 
Forand 
Fountain 
Frazier 
Friedel 
Garmatz 
Gary 
Gentry 
Gordon 
Granahan 
Green 
Hagen, Calif. 
Hardy 
Harrison, Va. 
Hart 
Hays, Ark. 
Hays, Ohio 
Holifield 
Holtzman 
Howell 
Ikard 
Jarman 
Javits 
Johnson, Wis. 
Jones, Ala. 
Jones, Mo. 
Jones, N.C. 
Karsten, Mo. 
Kee 
Kelley, Pa. 
Kelly,N. Y. 

Adair 
Allen, Calif. 
Allen, Ill. 
Andresen, 

August H. 
Arends 
Auchinctoss 
Ayres 
Baker 
Bates 
Beamer 
Becker 
Belcher 
Bender 
Bentley 
Berry 
Betta 
Bishop 
Boggs -
Bolton, 

Frances P. 
Bolton, 

Oliver P. 
Bonin 
Bosch 
Bow 
Boy kin 
Bramblett 
Bray 
Brown, Ohio 
Brownson 
Broyhill 
Budge 
Burdick 
Busbey 
Bush 
Byrnes, Wis. 
Campbell 
Canfield 
Carrigg 
Cederberg 
Chenoweth 
Chiperfteld 
Church 
Clardy 
Clevenger 
Cole, Mo. 
Cole, N.Y. 
Colmer 
Coon 
Corbett 
Coudert 
Cretella 
Crumpacker 
Cunningham 
Curtis, Mass. 
Curtis, Mo. 
Dague 
Davis, Ga. 
Davis, Wis. 
Dawson, Utah 
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Keogh 
Kilday 
King, calif. 
Kirwan 
Klein 
Kluczynstl 
Landrum 
Lane 
Lanham 
Lesinski 
McCarthy 
McCormack 
Mack,Dl. 
Madden 
Magnuson 
Mahon 
Marshall 
Matthews 
Metcalf 
Miller, Calif. 
Miller, Kans. 
Mills 
Mollohan 
Morgan 
Moss 
Moulder 
Multer 
Natcher 
Norrell 
O'Brien, Dl. 
O'Brien, N.Y. 
O'Hara, Ill. 
O'Konskl 
O'Neill 
Passman 
Patman 
Perkins 
Pfost 
Phtlbin 
Pilcher 
Poage 
Polk 
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Prestoa 
Price 
Rabaut 
Rains 
Rayburn 
Reams 
Rhodes,Pa. 
Riley 
Roberts 
Robeson, Va. 
Rodino 
Rogers, Colo. 
Rogers, Tex. 
Rooney 
Selden 
Shelley 
Sheppard 
Shuford 
Sieminski 
Sikes 
Smith, Miss. 
Smith, Va. 
Spence 
Staggers 
Steed 
Sullivan 
Teague 
Thompson, Tex. 
Thornberry 
Trimble 
Tuck 
Watts 
Whitten 
Wickersham 
Wier 
Williams, Miss. 
Williams, N.J. 
Winstead 
Yates 
Yorty 
Zablocki 

Dempsey Judd 
Derounian Kean 
Devereux Kearney 
D'Ewart Kearns 
Dolllver Keating 
Dondero Kersten, Wis. 
Dorn, N.Y. King, Pa. 
Durham Knox 
Ellsworth Krueger 
Fallon Laird 
Fenton Lantafr 
Fino Latham 
Flshl!r LeCompte 
Ford Lipscomb 
Forrester Lovre 
Frelinghuysen McConnell 
Fulton McCulloch 
Gamble McDonough 
Gathings McGregor 
Gavin Mcintire 
George McMillan 
Golden McVey 
Goodwin Mack, Wash. 
Graham Martin, Iowa 
Grant Mason 
Gregory Meader 
Gross Merrill 
Gubser Merrow 
Gwinn M1ller, Mcf. 
Hagen, Minn. MUler, Nebr. 
Hale M1ller, N.Y. 
Haley Morano 
Halleck Mumma 
Hand Neal 
Harden Nelson 
Harvey Nicholson 
Herlong Norblad 
Heselton Oakman 
Hess O'Hara, Minn. 
Hiestand Osmers 
Hill Ostertag 
H1llelson Patterson 
Billings Pelly 
Hlnsha w Ph1llips 
Hoffman, ru. Pillion 
Hoffman, Mich. Poff 
Holmea Prouty 
Holt Radwan 
Hope Ray 
Horan Reece, Tenn. 
Hosmer Reed, Dl. 
Hruska Reed, N.Y. 
Hunter Rees, Kans. 
Hyc!e Rhodes, Ar1L 
Jackson Richards 
James Rlehlman 
Jenkins Rivers 
Jensen Robsion, ~. 
Johnson, Callf. Rogers, Fla. 
Jonas, Dl. Rogers, Mua. 
Jonas, N.C. Badlak 

st.Georse 
Baylor 
Schenck 
Scherer 
Scott 
Scrivner 
ScUdder 
Seely-Brown 
Shafer 
Sheehan 
Simpson, Dl. 
Simpson, Pa. 
Small 
Smith, Kans. 
Smith, Wis. 
Springer 

StauJrer Walter 
strlngtellow Wampler 
Taber Warburton 
Talle Westland 
Taylor Wharton 
Thomas Widnall 
Thompson. Wigglesworth 

Mich. Williams, N.Y. 
Tollefson Wilson, Calif. 
Utt Wilson, Ind. 
Van Pelt Wilson, Tex. 
Van Z&ndt Withrow 
Velde Wolcott 
Vorys Wolverton 
Vursell Young 
Wainwright Younger 

NOT VOTING-36 
Angell Hebert Powell 
Bennett, Mich. Hoeven Priest 
Bentsen Kilburn Regan 
Brooks, La. Long Roosevelt 
Buckley Lucas Secrest 
Chatham Lyle Short 
Cotton Machrowicz Sutton 
Curtis, Nebr. Mallliard Thompson, La. 
Davis, Tenn. Morrison Vinson 
Harris Murray Welchel 
Harrison,Nebr. O'Brien, Mich. Wheeler 
Harrison, Wyo. Patten Willis 

So the motion to recommit was re
jected. 

The Clerk announced the following 
pairs: 

On this vote: 
Mr. Morrison for, with Mr. Short against. 
Mr. O'Brien of Michigan for, with Mr. Kil-

burn against. 
Mr. Machrowicz for, with Mr. Hoeven 

against. 
Mr. Bentsen for, with Mr. Hebert against. 
Mr. Lyle for, with Mr. Cotton against. 
Mr. Patten for, with Mr. Chatham against. 

Until further notice: 
Mr. Weichel with Mr. Priest. 
Mr. Mailliard with Mr. Thompson of Loui-

siana. 
Mr. Harrison of Wyoming with Mr. Willis. 
Mr. CUrtis of Nebraska with Mr. Vinson. 
Mr. Bennett of Michigan with Mr. Brooks 

of Louisiana. 
Mr. Angell with Mr. Long. 
Mr. Harrison of Nebraska with Mr. Wheeler. 

Mr. CANNON changed his vote from 
"nay" to "yea." 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on the 
table. 

RECESS 
The SPEAKER. The Chair declares 

the House in recess, subject to the call of 
the Chair. 

Accordingly <at 12 o'clock and 2 min
utes p. m.) the House stood in recess 
subject to the call of the Chair. 

JOINT MEETING OF THE TWO 
HOUSES .OF CONGRESS TO HEAR 
AN ADDRESS BY SYNGMAN RHEE, 
PRESIDENT OF THE REPUBLIC OF 
KOREA 
The SPEAKER of the House of Repre

sentatives presided. 
At 12 o'clock and 16 minutes p. m. the 

Doorkeeper announced the Vice Presi
dent and Members of the United States 
Senate, who entered the Hall of the 
House of Representatives, the Vice Presi
dent taking the chair at the right of the 
Speaker, and the Members of the Senate 
the seats reserved for them. 

The SPEAKER. On the part of the 
House the Chair appoints as members of 

the C<?m~ttee to escort .t}?.e President of 
the Republic of Korea into th~ Chamber~ 
the gentleman from Indiana, Mr. HAL
LEcK; the gentleman from Texas, Mr. 
RAYBURN; the gentleman from Dlinois, 
Mr. CHIPERFIELD; and the gentleman 
from Illinois, Mr. GORDON. 

The VICE PRESIDENT. _ ·on the part 
of the Senate the Chair appoints as 
members of the committee to escort the 
President of the Republic of Korea the 
Senator from California, Mr. KNowLAND; 
the Senator from Texas, Mr. JoHNSON; 
the Senator from Wisconsin, Mr. WILEY; 
and the Senator from Georgia, Mr. 
GEORGE. 

The Doorkeeper announced the follow
ing guests, who entered the Hall of the 
House of Representatives and took the 
seats reserved for them: 

The Ambassadors, Ministers, and 
charges d'affaires of foreign govern
ments. 

The members of the President's Cab
inet. 

At 12 o'clock and 30 minutes p. m. the 
Doorkeeper announced Syngman Rhee, 
the President of Korea. 

The President of Korea, escorted by 
the committee of Senators and Repre
sentatives, entered the hall of the House 
of Representatives and stood at the 
Clerk's desk. [Applause, the Members 
rising.] 

The SPEAKER. Members of the Con
gress, it is my distinguished honor to 
present to you the President of an an
cient people, a great, patriotic and stal
wart tighter for freedom, and one for 
whom the 'people of t1ie United States 
have a great admiration, the President 
of the Republic of Korea. [Applause, 
the Members rising.] 

ADDRESS OF SYNGMAN RHEE, PRES
IDENT OF THE REPUBLIC OF 
KOREA 
President SYNGMAN RHEE. I thank 

you. 
Mr. Speaker, Mr. President, honorable 

Senators and Representatives, ladies, 
and gentlemen, I prize this opportunity 
of speaking to this august body of dis
tinguished citizens of the United States. 

You have done me great honor by as
semblying in this historic Chamber. I 
shall try to reciprocate in the only way 
I can-by telling you honestly what is in 
my mind and heart. That is part of the 
great tradition of American democracy 
and free government, and it is a tradition 
that I have believed in for more than half 
a century. Like you, I have been inspired 
by Washington, Jefferson, and Lincoln. 
Like you, I have pledged myself to de
fend and perpetuate the freedom your 
illustrious forefathers sought for all men. 
I am Korean. but by sentiment and edu
cation I am an American. 

I want first of all to express the un
bounded appreciation of Korea and Ko
reans for what you and the American 
people have done. You saved a helpless 
country from destruction, and in that 
moment the torch of true collective secu
rity burned brightly as it never had be
fore. The aid you have given us finan
cially, militarily, and otherwise in de
fense of our battlefront and for the re-
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lief of the refugees and· other suffering 
people · of Korea is an unpayable debt of 
gratitude. 

We owe much also tp former President 
Truman, whose momentous decision to 
send armed forces to Korea ·saved us 
from being driven into the sea, and Gen
eral Eisenhower, the latter as President
elect and now as Chief Executive, for 
their help and knowledge of the enemy 
peril. 

The President-elect came to a Korea 
which for 40 years had been under a 
cruel Japanese subjugation. Few for
eign friends had ever been permitted on 
our soil. Yet here, for the first time in 
history, because your military might 
alone regained our freedom, came the 
great man you had chosen as President. 
He came to see what could be done to 
help the Koreans. 

I cannot bear to pass this occasion 
without mentioning our deep and heart
felt thanks to the American war moth
ers. We thank them for sending their 
sons, their husbands, and their brothers 
in the American Army, Navy, and Air 
and Marine Corps to Korea in our dark
est hours. We shall never forget that 
from our valleys and mountains the souls 
of American and Korean soldiers went 
up together to God. May the Almighty 
cherish them as we cherish their mem
ory. 

Ladies and gentlemen of the Congress, 
these noble compatriots of yours • had 
magnificent leadership in Generals Mac
Arthur,· Dean, Walker, Almond, Ridg
way, Clark, Hull, - and Taylor. Then, 
too, in 1951 General Van Fleet arrived 
in Pusan to comm~nd the Eighth Army. 
It was he who discovered the soldierly 
spirit of the Korean youths and their 
fervent desire for rifles with which to 
fight for their homes and their nation. 
Without much ado he gat~ered them 
together in Cheju Do, Kwapg Ju, Non
san, and other places and ~ent Korean 
military advisory group omcers to train 
them almost day and nlght. Within a 
few weeks they were ~nt to the front 
line and they perform~d marvelously. 

Today this army \s known to be 
the strongest anti-Communist force in 
all Asia. [Applause.] This force is 
holding more than two-thirds of the en
tire frontline. So General Van Fleet 
is known in Korea as the father of the 
Republic of Korea Army, the hard 
ROK's as the GI's called them. Now, if 
the United States could help build up 
this force, ·together with the air and sea 
strength in adequate proportion, I can 
assure you that no American soldier 
would be required to fight in the Korean 
theater of action. [Applause.] 

Yet many, many Americans gave all 
they had to give to the good cause; but 
the battle they died to win is not yet 
won. The forces of Communist tyranny 
still hold the initiative throughout the 
world. On the Korean front, the guns 
are silent for the -moment, stilled tem
porarily by the unwise armistice which 
the enemy is using· to build up his 
strength. Now that the Geneva Con
ference has come to an end with no re
sult, as predicted, it is quite in place 
to declare the end of the armistice. The 
northern half of our country is held and 

ruled by a million Chinese slaves of the 
Soviets. Communist trenches, filled 
with troops, lie within 40 miles of our 
national capital. Communist airfields, 
newly constructed in defiance of armi
stice terms and furnished with jet bomb
ers, lie . within 10 minutes of our na
tional assembly. 

Yet death is scarcely closer to Seoul 
than to Washington, for the destruction 
of the United States is the prime objec
tive of the conspirators in the Kremlin. 
The Soviet Union's hydrogen bombs may 
well be dropped on the great cities of 
America even before they are dropped 
on our shattered towns. 

The essence of the Soviet's strategy 
for world conquest is to lull Americans 
into a sleep of death by talking peace 
until the Soviet Union possesses enough 
hydrogen bombs_ and intercontinental 
bombers to pulverize the airfields and 
productive centers of the United States 
by a sneak attack. This is a compliment 
to the American standard of interna
tional morality; but it is a sinister com
pliment. For the Soviet Government 
will use the weapons of annihilation 
when it has enough to feel confident that 
it can eliminate America's power to re
taliate. We are obliged, therefore, as 
responsible statesmen, to consider what, 
if anything, can be done to make certain 
that when the Soviet Government pos
sesses those weapons, it will not dare to 
use them. 

We ·know that we cannot count on 
Soviet promises. Thirty-six years of ex
perience have taught us that Commu
nists never respect a treaty if they con
sider it in their interest to break it. They 
are not restrained by any moral scruple, 
humanitarian principle or religious sanc
tion. They have dedicated themselves 
to the employment of any means, even 
the foulest--even torture and mass 
murder-to achieve their conquest of 
the world. The Soviet Union will not 
stop of its own volition. It must be · 
stopped. 

Does this necessarily mean that the. 
United States and its allies must either 
drop bombs now on the Soviet factories 
or stand like steers .in a slaughterhouse 
awaiting death? 

The way to survival for the free peo
ples of the world-the only way that we 
Koreans see-is not the way of wish
fully hoping for peace when there is no 
peace; not by trusting that somehow the 
Soviet Government may be persuaded to 
abandon its monstrous effort to conquer 
the world; not by cringing and appeasing 
the forces of evil; but by swinging the 
world balance of power so strongly 
against the Communists that, even when 
they possess the weapons of annihilation, 
they will not dare use-them. [Applause.] 

There is little time. Within a few 
years the Soviet Union will possess the 
means to vanquish the United States. 
We must act now. Where can we act? 

We can act in the Far East. Ladies 
and gentlemen, the Korean front com
prises only one small portion of the war 
we want to win-the war for Asia, the 
war for the world, the war for freedom 
on earth. 

Yet the Republic of Korea has offered 
you its 20 equipped divisions and the 

men to compo-se 20 more: A million and 
a half young Koreans ask for nothing 
better than to fight for the cause of 
human freedom, their honor and their 
nation. [Applause]. The valor of our 
men has been proved in battle and no 
American has doubted it since General 
Van Fleet's statement that a Korean 
soldier is the equal of any fighting man 
in the world. [Applause.] 

The Government of the Republic of . 
China in Formosa also has offered you 
630,000 men of its Armed Forces and 
additional reserves. 

The Communist regime on the main
land of China is a monster with feet of 
clay. It is hated by the masses. Al
though the Reds-have murdered 15 mil
lion of their opponents, thousands of 
free Chinese guerrillas are still fighting 
in the interior of China. Red China's 
army· ·numbers 2,500,000, but its loyalty 
is not · reliable, as was proved when 14,-
369 of the Communist Chinese army 
captured in Korea chose to go to For
mosa, and only 220 chose to return · to 
Red China. [Applause.] 

Furthermore, the economy of Red 
China is extremely vulnerable. Sixty 
percent of its imports reach it by sea and 
seaborne coastal traffic is its chief means 
of communication from north to south. 
A blockade of the China coast by the 
American Navy would produce chaos in 
its communications. 

The American Air Force, as well as the 
Navy, would be needed to insure the suc
cess of · the counterattack on the Red 
Chinese regime, but, let me repeat, no 
American foot soldier. · 

The return of the Chinese mainland 
to the side of the free world would auto
matically produce a victorious end to the 
wars in Korea and Indochina, and would 
swing the balance of power so strongly 
against the Soviet Union that it would . 
not dare to risk war with the United 
States. Unless we win China back, an 
ultimate victory for the free world is 
unthinkable. 

Would not the Soviet Government, 
therefore, launch its own ground forces 
into the battle for China, and its air. 
force as well? Perhaps. But that would 
be excellent for the free world, since it 
would justify the destruction of the So
viet centers of production by the Ameri
can Air Force before the Soviet hydro
gen bombs had been produced in quan
tity. 

I am aware that this is hard doctrine. 
But the Communists have made this a · 
hard world, a horrible world, in which to 
be soft is to become a slave. · 

Ladies and gentlemen of the Congress, 
the fate of human civilization itself 
awaits our supreme resolution. Let us 
take courage and stand up in defense of 
the ideals and principles upheld by the 
fathers of American independence, 
George Washington and Thomas· Jeffer
son; and again by the great Emancipator, 
Abraham Lincoln, who did not hesitate 
to fight in defense of the Union which 
could not survive half free and half 
slave. 

Let us remember, my friends, that 
peace cannot be restored in the world 
half Communist and half democratic. 
Your momentous decision is needed now 
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to make Asia safe for freedom, for that · 
will automatically settle the world Com-. 
munist problems in Europe, Africa, and 
America. [Applause.] 

At 12 o'clock and 58 minutes p. m., the 
President of Korea, accompanied by the 
committee of escort, retired from the 
Chamber. 

The Doorkeeper escorted the invited 
guests from the Chamber in the follow- . 
ing order: 

The members of the President's Cab
inet. 

The Ambassadors, Ministers, and 
charges d'affaires of foreign govern
ments. 

JOINT MEETING DISSOLVED 
The SPEAKER. The purposes of the 

joint meeting having been accomplished, 
the Chair declares the joint meeting of 
the two Houses now dissolved. 

Thereupon <at 1 o'clock p. m.) the 
joint meeting of the two Houses was 
dissolved. 

The Members of the Senate retired to 
their Chamber. · 

AFTER RECESS 
The recess having expired, the House 

was called to order by the Speaker at 
1 o'clock and 2 minutes p. m. 

RECESS 
The SPEAKER. The Chair declares 

the House in recess until 2 o'clock. 
Accordingly (at 1 o'clock and 3 min

utes p. m.> the House stood in recess un
til 2 o'clock p. m. 

AFTER RECESS 
The recess· having expired, the House · 

was called to order by the Speaker at . 
2 o'clock p. m. 

PROCEEDINGS DURING THE RECESS 
Mr. ARENDS. Mr .. Speaker, I ask 

unanimous consent that the proceed
ings had during the recess be printed in 
the RECORD. 

The SPEAKER. Is there objection to 
the request of the gentleman from illi
nois? 

There was no objection. 

INTERNAL REVENUE CODE OF 1954. 

The SPEAKER. The question is on 
the conference report on the bill H. R. 
8300. 

Mr. REED of New York. Mr. Speaker, 
on that I ask for the yeas and nays. 

The yeas and nays were ordered. 
The question was taken; and there 

were--yeas 315, nays 77, answered 
"present" 1, not voting 39, as follows: 

Adair 
Addontzlo 
Alexander 
Allen, Callt. 
Allen, Dl. 

(Roll No. 122] 

YEAS-315 
Andresen, 

August B. 
Arends . 
Ashmore 
Aspinall 

Auchinclosa 
Ayres 
Bailey 
Balter 
Barden 

Barret
Bates 
Beamer 
Becker 
Belcher 
~nder 
Bentley 
Berry 
Betts 
Boggs 
Boland 
Bolton, 

FrancesP. 
Bolton, 

Oliver P. 
Bonin 
Bosch 
Bow 
Bowler 
Boykin 
Bramblett 
Bray 
Brooks, Tex. 
Brown, Ga. 
Brown, Ohio 
Brownson 
Broyhill 
Budge 
Burleson 
Busbey 
Bush 
Byrne, Pa. 
Byrnes, Wis. 
Campbell 
Canfield 
Carlyle 
Carnahan 
Carrigg 
Cederberg 
Chelf 
Chenoweth 
Chiperfield 
Chudotf 
Church 
Clardy 
Clevenger 
Cole, Mo. 
Cole, N.Y. 
Colmer 
Coon 
Corbett 
Coudert 
Cretella 
Crumpacker 
Cunningham 
Curtis, Mass. 
Curtis, Mo. 
Dague 
Davis, Ga. 
Davis, Wis. 
Dawson, Til. 
Deane 
Delaney 
·Dempsey 
Devereux 
D 'Ewart 
Dodd 
Dolliver 
Dondero 
Donohue 
Dorn,N. Y. 
Dorn, S.C. 
Dowdy 
Doyle 
Durham 
Elliott 
Ellsworth 
Engle 
Fallon 
Fenton 
Fernandez 
Fino 
Fisher 
Fogarty 
Ford 
Forrester 
Fountain 
Frelinghuysen 
Friedel 
Fulton 
Gamble 
Garmatz 
Gathings 
Gavin 
Gentry 
George 
Golden 
Goodwin 
Gordon 
Graham 
Granahan 
Gran~ 

Gregory O'Konsld · 
Gross O'Neiil 
Gubser· Osmers 
Gwinn Ostertag 
Hagen, Minn. Passman 
Hale Patterson 
Haley Pelly 
Halleck Pfost 
Hand . Phillips 
Harden Pillion 
Hart Poage 
H arvey Poff 
Hays, Ark. Polk 
Hays, Ohio Preston 
Herlong Price 
Heselton Prouty 
Hess Radwan 
Hiestand Ray 
Hill Reece, Tenn. 
Hillelson Reed, Dl. 
Billings Reed, N. Y. 
Hinshaw Rees, Ka ns. 
Hoffman, Dl. Rhodes, Ariz. 
Hoffman, Mich. Richards 
Holmes Riehlman 
Holt Riley 
Holtzman Rivers 
Hope Roberts 
Horan Robsion, Ky. 
Hosmer Rodino 
Howell Rogers, Colo. 
Hruska Rogers, Fla. 
Hunter Rogers, Mass. 
Hyde Rogers , Tex. 
Ikard Sadlak 
Jackson st. George 
J ames Saylor 
Jarman Schenck 
Javits Scherer 
Jenkins Scott 
Jensen Scrivner 
Johnson, Calif. Scudder 
Jonas, Dl. Seely-Brown 
Jon as, N. C. Selden 
Jones, Mo. Shafer 
Jones, N. C. Sheehan 
Judd Shelley 
Karsten, Mo. Sheppard 
Kean Shuford 
Kearney Sieminski 
Keating Sikes 
Kersten, Wis. Simpson, Dl. 
Kilday Simpson, Pa. 
King, Calif. Small 
King, Pa. Smith, Kans. 
Kluczynskl Smith, Wis. 
Knox Springer 
Krueger Staggers 
Laird S t auffer 
Landrum Steed 
Lane Stringfellow 
Lantaff Sullivan 
Latham T aber 
LeCompte . Talle 
Lipscomb Taylor 
Lovre Thomas 
McCarthy Thompson, 
McConnell Mich. 
McCulloch Thompson, Tex. 
McDonough Thornberry 
McGregor Tollefson 
Mcln t ire Utt 
McMillan · Van Pelt 
McVey VanZandt 
Mack, Dl. Velde 
Mack, Wash. Vorys 
Mahon Vursell 
Martin, Iowa Wainwright 
Mason Walter 
Matthews Wampler 
Meader Warburton 
Merrill Watts 
Merrow Westland 
Miller, Kans. Wharton 
Miller, Md. Widnall 
MUier, Nebr. Wigglesworth 
Miller, N.Y. Williams, Miss. 
Morano Williams, N. J. 
Moss Williams, N.Y • . 
Moulder WilsOn, Callt. 
Mumma Wilson, Ind. 
Natcher Wilson, Tex. 
Neal Withrow 
Nelson Wolcott 
Nicholson Wolverton 
Norblad Yates 
Norrell Yorty 
Oakman Young 
O'Brien, DI. Younger 
O'Brien, N. Y. Zablocki 
O'Hara,DL 
O'Hara, Wnn. 

NAYS-71 
Apbitt Evins Miller, Callt. 
Abernethy Feighan Mills· 
Albert Fine Mollohan 
Andersen. Forand Morgan 

H. Carl Frazier Multer 
Andrews Gary Patman 
Battle Green Patten 
B'ennett, Fla. Hagen, Calif. Philbin 
Blatnik Hardy Pilcher 
Bolling Harrison, Va. Rabaut 
Bonner Holifield Rains 
Bucha nan ~ Johnson, Wis. Rayburn 
Burdick Jones, Ala. Reams 
Byrd Kee RhOdes, Pa. 
Cannon Kelley, Pa. Robeson, Va. 
Celler Kelly, N.Y. Rooney 
Condon Keogh Smith, Miss. 
Cooley Kirwan Smith, Va. 
Cooper Klein Spence 
crosser Lanham Teague 
Dawson, Utah Lesinski Trimble 
Dies McCormack Tuck 
Dingell Madden Whitten 
Dollinger Magnuson Wickersham 
Eberharter Marshall Wier 
Edmondson Metcalf W instead 

ANSWERED "PR:&<:lENT"-1 
Donovan 

NOT VOTING-39 
Angell Harrison, Wyo. Perkins 
Bennett, Mich. Hebert Powell 
Bentsen Hoeven Priest 
Bishop Kearns Regan 
Brooks, La. Kilburn Roosevelt 
Buckley Long Secrest 
Chatham Lucas Short 
Cotton Lyle Sutton 
Curtis, Nebr. Machrowicz Thompson, La. 
Davis, Tenn. Mailliard Vinson 
Derounian Morrison · Weichel 
Harris Murray Wheeler 
Harrison, Nebr. O'Brien, Mich. Willis 

So the conference report was agreed 
to. 
· The Clerk announced . the following 

pairs: 
On th1s vote: 
Mr. Derounian !or, with Mr. Donovan 

against. 
Mr. Hoeven !or, with Mr. O'Brien of 

Michigan against. 
Mr. Kearns for, with Mr. Buckley against. 
Mr. Brooks of Louisiana for, with Mr. 

Powell against. 
Mr. Bentsen for, with Mr. Roosevelt 

against. 
Mr. Lyle for, with Mr. Machrowicz against. 

Until further notice: 
Mr. Short with Mr. Willis. 

' Mr. Cotton with Mr. Thompson or Louisi
ana. 

Mr. Bishop with Mr. Perkins. 
Mr. Weichel with Mr. Long. 
Mr. Harrison of Nebraska with Mr. Priest. 
Mr. Mallliard with Mr. Regan. 
Mr. Harrison of Wyoming with Mr. Wheeler. 
Mr. Bennett or Michigan with Mr. Harris. 
Mr. Angell with Mr. Secrest. 

Mr. DONOVAN. Mr. Speaker, I have 
a live pair with the gentleman from 
New York, Mr. DEROUNIAN. If he were 
present he would have voted "yea." I 
voted "nay.'' I withdraw my vote and 
vote present. 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on the 
table. 

ENROLLMENT OF THE Bn..L H. R. 
8300, REVISING INTERNAL REVE
NUE LAWS 
Mr. REED of New York. Mr. Speaker,. 

I ~ unanimous consent for the im-
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mediate consideration of the concurrent 
resolution (H. Con. Res. 263) relating to' 
the· enrollment of H. R. 8300. 

The SPEAKER. Is there objection to· 
the request of the gentleman from New 
York? 

There was no objection. 
The Clerk read the concurrent resolu· 

tion, as follows: 
Resolved by the House of Representatives 

(the Senate concurring), That the Clerk of 
the House of Representatives in the enroll
ment of the bill (H. R. 8300) to revise the 
internal revenue laws of the United States, 
is authorized and directed"-

( 1) In subsection (b) of the first section, 
to strike out "with an appendix and index; 
but without marginal references" and insert 
in lieu thereof the following: "with a com
prehensive table of. contents and an appen
dix; but without an index or marginal ref
erences". 

( 2) In section 34 (c) . ( 1 ) , to insert after 
"imposed by" the following: part I or II of 

(3) In section 104 (a) (3), to strike out 
••such amounts" and insert "such amounts 
(A)" and to strike out "employee);" and 
insert in lieu thereof the following: "em.: 
ployee, or (B) are paid by the employer);". 

( 4) In the heading to section 213 (f), to 
strike out ''For Child Care" and insert in lieu 
ther~f . the following: "For Care of Certain 
Dependents". 

(5) In section 421 (d) (1) (D), in lieu of 
inserting "on or after June 18, 1954" · to 
insert the following: "on or after June 22, 
1954". 

(6) In section 503 (b) (3}, to strike out 
••section 501 (c) ( 3)" and insert in lieu 
thereof the following: "section 501 (a)". 

(7) In the table of sections to part m 
on page 143 of the House engrossed bill, to 
strike out "foreign personal company" and 
insert in lieu thereof the following: "for
eign personal holding company". 

(8) In section ·601, to strike out "section 
545 (b) (7)" and inse:tt . in lieu thereof the 
following: "section 545 (b) (6) ". 

(9) In section 681 (a}, to strike out "ex
empt under section 501 (c) (3) from taxa
tion" and insert in lieu thereof the follow
ing: "exempt from tax under section 501 
(a) by reason of section 501 (c) (3) ". 

( 10) In section _ 1492 ( 1 ) , to strike out 
"section 501 (e), relating to pension trusts" 
and insert in lieu thereof the followlng: "sec
tion 401 (a)". 

(11) In section 3121 (k) (2}, to strike 
out "of this chapter" each place it appears 
and insert in lieu thereof the following: 
"applicable with respect to the taxes im
posed by this chapter". 

(12) To strike out subsection (c) of sec.: 
.tlon 3302 and insert in lieu thereof the 
following: 

" (C) LIMIT ON TOTAL CREDITS.- . 
"'(1) The total credits allowed to a tax~ 

payer under this section shall not exceed 
90 percent of the tax against which such 
credits are allowable. 

"(2) If an advance or advances have been 
Inade to the unemployment account of a 
State under title XII of the Social Security 
Act, and if any balance of such advance 
or advances has not been returned. to the 
Federal unemployment account as provided 
in that title before December 1 of the tax
able year, then the total credhs (after other 
reductions under this section) otherwis~ 
allowable under this section for such taxable 
year in the case of a taxpayer subject tO 
the unemployment compensation law of 
such State shall be. reduced-

"(A) ~ the case of a taxable year begin
ning with the fourth consecutive January 1 
on wbich-such a l;>alanc_e· of iinreturned ad: 
vances existed, b.J 5. percent. of the tax im~ 

c-782. . . ' 

posed by section 3301 with respect to the· 
wages paid by such taxpayer during such 
taxable year which are attributable to such
State; and . · 

"(B) in the case of any succeeding taxable 
year beginning with a consecutive January 1· 
on which such a balance of unreturned ad
vances existed, by an additional 5 percent,_ 
fer each such succeec:Ung taxable year, of the 
tax imposed by section 3301 with resp~ct to 
the wages paid by such taxpayer during such 
t axable year which are attributable to such 
State. 
For purposes of this paragraph, wages shall 
be attributable to a particular State if they 
are subject to the unemployment compensa
tion law of the State, or (if not subject to the 
unemployment compensation law of any 
State) if they are determined (under rules 
or regulations prescribed by the Secretary 
or his delegate) to be attributable to such 
State." 

( 13) In section 3304 (a) ( 4) , to strike out 
all that follows "3305 (b);" and insert in lieu 
thereof the following: "except that-

"(A) an amount equal to the amount of 
employee payments into the unemployment 
fund of a State may be used in the payment 
of cash benefits to individuals with respect 
to their disability, exclusive of expenses of 
administration; and 

"(B) the amounts specified by section 903 
(c) (2) of the Social Security Act may, sub
ject to the conditions prescribed in such 
section, be used for expenses incurred by the 
State for administration of its unemploy
ment compensation law and public employ~ 
ment offices;" 

(14) In section 3305 (b), to strike out 
"'subsection (c)," and insert in lieu thereof 
the following: "subsection (c))". . 

(15) In section 3306 (f), to strike out all 
that follows "3305 (b);" and insert in lieu 
thereof the following: "except that-

"(1) an amount equal to the amount of 
~mployee payments into the unemployment 
fund of a State may be used in the payment 
of cash benefits to individuals with respect 
to their disability, exclusive of expenses of 
administration; and 

"(2) the amounts specified by section 903 
(c) (2) of the Social Security Act may, sub
ject to the conditions prescribed in such sec
tion, be used for expenses incurred by the 
State for administration of its unemploy
ment compensation law and public employ
ment offices." 

(16) In section 4233 (a) (1) (A)-
(A) in clause (ii), to strike out "-which Is 

exempt under section. 501 (c) (3)" and 
insert in lieu thereof the following: "de
scribed in section 501 (c) (3) which is 
exempt from tax under section 501 (a)". 

(B) in clause (iii), to strike out "exe~pt 
under section 501 ( c} (3) " and insert in lieu 
thereof the following: "described in section 
501 (c) (3) which is exempt from tax under 
section 501 (a)". 
_ (C) in clause (v), to strike out "which is 
exempt under section 501 (c) (3)" and insert 
in lieu thereof the following: "described in 
section 501 (c) (3} which is exempt from tax 
Under section 501 (a)". · 

(17) In section 6014 (a), to insert after the 
last sentence thereof the following: "In the 
case of a head of household (as defined_ in 
section 1 (b)) or a surviving spouse (as 
defined in section 2 (b) ) electfng the bene
fits of this subsection, the tax shall be com
puted by the Secretary or his delegate with
out regard to the taxpayer's status as .a head 
o! household or as a surviving spouse.". · 
· ( 18) In section 6044 (c) , to strike out 
"exempt from taxatiqn under section 501 (c) 
(12) or (15)" and insert in lieu thereof the 
following: -.. desciib"ed' in section 50-1 (c) (12) 
or (15) which is exempt frOm tax under sec~ 
tlon 501 (a),". · 

(19) In section ·6334 (a) (1) , to strike out 
••household" and insert in lieu thereof the 
following: "family". 

(20) In section 6334 (a) (2), to strike out 
"'.head of a household" and insert in lieu 
thereof the following: "head of a family". 

(21) In section 6334 (a) (2), to strike out 
· ~such household" and insert in lieu thereof 
the following: "his household". 

(22) In section 7482 (c), to strike out 
paragraph (2) and insert in lieu thereof the 
following: 

"(2) To MAKE RULES.-Rules for review 
of decisions of the Tax Court shall be those 
prescribed by the Supreme Court under sec
t ion 2074 of title 28 of the United States 
Code. Until such rules become effective the 
rules adopted under authority of section 
1141 (c) (2) of the Internal Revenue Code 
of 1939 shall remain in effect." 

(23) In section 7651, to strike out "mari
huana)-" and insert in lieu thereof the 
following: "marihuana), and except as 
otherwise provided in section 28 (a) of the 
Revised Organic Act of the Virgin Islands 
and section 30 of the Organic Act of Guam 
(relating to the covering of the proceeds of 
certain taxes into the treasuries of the Vir
gin Islands and Guam, respectively)-" 
· (24) At the end of section 7951, to insert 
the following: 

" ( 5) VIRGIN ISLANDS.-
"(A) For purposes of this section, the ref

erence in section 28 (a) of the Revised Or
ganic Act of the Virgin Islands to 'any tax 
specified in section 3811 of the Internal Reve
nue Code' shall be deemed to refer to any 
tax imposed by chapter 2 or by chapter 21. 

"(B) For purposes of this title, section 2a 
(a) of the Revised Organic Act of the Virgin 
Islands shall be effective as if such section 
had been enacted subsequent to the enact
ment of this title." 

(25) At the end of section 7652 (b), to 
insert the following: 

" ( 3) DISPOSITION OF INTERNAL REVENUE COL
LECTIONS.-Beginning with the fiscal year 
ending June 30, 1954, and annually there
after, the Secretary or his delegate shall 
determine the amount of all taxes imposed 
by, and collected during the fiscal year under, 
the internal revenue laws of the United States 
on articles produced in the Virgin Islands 
and transported to the United States. The 
amount so determined less 1 percent and less 
the estimated amount of refunds or credits 
shall be subject to disposition as follows: 

"(A) There shall be transferred and paid 
over to the government of the Virgin Islands 
from the amounts so determined a sum equal 
to the total amount of the revenue collected 
by the government of the Virgin Islands dur
ing the fiscal year, as certified by the Gov
ernment Comptroller of the Virgin Islands. 
The moneys so transferred and paid over 
shall constitute a separate fund in the treas
ury of the Virgin Islands and may be ex
pended as the legislature may determine: 
Provided, That the approval of the President 
or his designated representative shall be ob
tained before such moneys may be obligated 
pr expended. 

"(B) There shall also be transferred and 
paid over to the government of the Virgin 
;Islands during each of the fiscal years end
ing June 30, 1955, and June 30, 1956, the 
sum of $1,000,000 or the balance of the in
ternal revenue collections available under 
this paragraph (3) after payments are made 
under subparagraph (A}, whichever amount 
1s greater. The moneys so transferred and 
paid over shall be deposited in the separ&te 
fund established by subparagraph (A), but 
shall be obligated o~ expended for emergency 
purposes and essential public projects only, 
with the prior· approval of the President or 
his designated represe·ntative. 
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" (C) Any amounts remaining shall be de

posited in the Treasury of the United States 
as miscellaneous receipts. 
If at the end of any fiscal year the total of 
the Federal contribution made under sub
paragraph (A) at the beginning of that fiscal 
year has not been obligated or expended for 
an approved purpose, the balance shall con
tinue available for expenditure during any 
succeeding fiscal year, but only for approved 
emergency relief purposes and essential pub
lic projects as provided in subparagraph (B). 
The aggregate amount of moneys available 
for expenditure for emergency relief pur
poses and essential public projects only, in
cluding payments under subparagraph (B), 
shall not exceed the sum of $5,000,000 at the 
end of any fiscal year. Any unobligated or 
unexpended balance of the Federal contribu
tion remaining at the end of a fiscal year 
which would cause the moneys available for 
emergency relief purposes and essential pub
lic projects only to exceed the sum of $5,000,-
000 shall thereupon be transferred and paid 
over to the Treasury of the United States as 
miscellaneous receipts." 

(26) In section 7809 (a), to insert after 
''4762," the following: "7651,". 

(27) In section 1034 {h), to strike out 
''subsection (c) (5)" and insert in lieu there
of the following: "subsection (c) (4) ". 

Mr. REED of New York <interrupting 
the reading). Mr. Speaker, I ask unani
mous consent that the further reading 
of the concurrent resolution be dispensed 
with. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

Mr. EBERHARTER. Mr. Speaker, re
serving the right to object, I would like 
to call the attention of the Speaker to 
the fact that at the time the request was 
made to dispense with the reading of 
the conference report, I made a point of 
order and called attention to the fact 
that the printing of the conference re
port in the RECORD differed from the 
printing of the conference report itself. 
I call attention, Mr. Speaker, now to the 
fact that in the second paragraph of the 
conference report, reference is made that 
the Senate receded from its amendment 
to llOa whereas in the printing in the 
RECORD, it says that the Senate receded 
from the amendment 110. Mr. Speaker, 
the point of order was made that the 
RECORD was incorrect. That is the rea
son I made the point of order. It was 
my further intention at that time to 
make a further point of order that in the 
printing of the report on page 12402 
Of the CONGRESSIONAL RECORD, there 
is contained the word "on" which is 
materially different from the printing 
in the conference report, which contains 
the word "and." Mr. Speaker, I make 
this explanation under my reservation of 
objection so that the RECORD may show 
the disposition by the Speaker of my 
points of order and it is my further con
tention that in disposing of the point 
of order, there was some slight misunder
standing, perhaps, either on the part of 
the Speaker or myself in presenting the 
point of order. But I want the RECORD 
to show that the point of order, in my 
opinion, was sustained by the decisions 
of the previous Congresses. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
:York [Mr. REED] that the further read-

ing of the concurren~ resolution be dis-
pensed with? - -· -_:: ___ ~}. 

There was no objection. 
Mr. REED of New York. Mr. Speaker, 

I ask unanimous consent to insert an 
explanation of the concurrent resolution 
upon which we are now acting. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

Mr. EBERHARTER. Mr. Speaker, 
further reserving the right to object, the 
action that has just been taken shows 
conclusively that it has been necessary to 
correct what has already been done by 
the House by unanimous consent. 

Mr. Speaker, I feel constrained to ob
ject to the last request. 

The SPEAKER. The Chair wishes to 
state that this resolution corrects some 
things that the conferees could not do in 
the conference. 

Mr. EBERHARTER. I object to the 
last request of the gentleman from New 
York. 

The SPEAKER. The gentleman ob
jects to the request of the gentleman 
from New York to extend his remarks. 

The question is on the resolution. 
The resolution was agreed to, and a 

motion to reconsider was laid on the 
table. 

The message also announced that the 
Senate agrees to the report of the com
mittee of conference on the disagreeing 
votes of the two Houses on the amend
ment of the Senate to the bill (H. R. 
3522) entitled "An act for the relief of 
ArthurS. Rosichan." 

The message also announced that the 
Vice President has appointed Mr. CARL
soN and Mr. JoHNSTON of South Caro
lina members of the joint select com
mittee on the part of the Senate, as pro
vided for in the act of August 5, 1939, 
entitled "An act to provide for the dis
position of certain records of the United 
States Government," for the disposition 
of executive papers referred to in the 
report of the Archivist of the United 
States, numbered 55-3. 

COMMITTEE ON EDUCATION AND 
LABOR 

Mr. McCONNELL. Mr. Speaker, I 
ask unanimous consent that the Com
mittee on Education and Labor may sit · 
and act today during general debate. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Pennsylvania? 

There was no objection. 

TO AMEND THE ATOMIC ENERGY THELATEMRS.RUTHBRYANROHDE 
ACT OF 1946, AS AMENDED 

Mr. COLE of New York. Mr. Speaker, 
I ask unanimous consent to take from 
the Speaker's table the bill (H. R. 9757) 
to amend the Atomic Energy Act of 1946, 
as amended, and for other purposes, 
with Senate amendments, disagree to 
the Senate amendments, and request a 
conference. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the request of the gentleman from New 
York? [After a pause.] The Chair 
hears none and appoints the following 
conferees: Mr. CoLE of New York, Mr. 
HINSHAW, Mr. VAN ZANDT, Mr. DURHAM, 
and Mr. HOLIFIELD. 

MUTUAL SECURITY ACT-EXTEN
SION OF REMARKS 

Mr. TABER. Mr. Speaker, I ask 
unanimous consent that all Members 
may have 5 legislative days in which to 
extend their remarks on the bill under 
consideration yesterday, providing ap
propriation for the Mutual Security 
Agency. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 
The~e was no objection. 

MESSAGE FROM THE SENATE 
A message from the Senate, by Mr. 

Ast, one of its clerks, announced that 
the Senate had passed, with an amend
ment in which the concurrence of the 
House is requested, a bill of the House 
of the following title: 

H. R. 9757. An act to amend the Atomic 
Energy Act of 1946, as amended, and. for 
other purposes. 

Mr. ROGERS of Florida. Mr. Speaker, 
I ask unanimous consent to address the 
House for 1 minute and to revise and 
extend my remarks. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
Florida? 

There was no objection. 
Mr. ROGERS of Florida. Mr. Speak

er, I regret to announce the death of Mrs. 
Ruth Bryan Rohde, who died on July 
26, 1954, in Copenhagen, Denmark, where 
she had returned this month to thank 
King Frederik for the Medal of Merit 
which he bestowed upqn her earlier this 
year. 

Mrs. Rohde was a former Member of 
this House from my congressional dis
trict. She ably represented, what was 
then, the Fourth Congressional District 
of Florida in the House of Representa
tives from 1929 to 1933. She rendered 
outstanding service and was the first 
woman representative from the Old 
South. 

She was the first woman envoy of the 
United States to a foreign power, hav
ing served as United States Minister to 
Denmark from 1933 to 1936 after her 
appointment by President Franklin D. 
Roosevelt. Her appointment as Min
ister to Denmark marked a milestone in 
the emergence of women into the diplo
matic service. 

It will be remembered that she was 
the daughter of the great commoner, 
William Jennings Bryan, who was thrice 
nominated for President of the United 
States by the Democratic Party, and 
was the standard bearer of the Demo
cratic Party for three times. 

Mrs. Rohde was born in Jacksonville, 
Dl., in 1885. Her father moved to Lin
coln, Nebr., when she was a child and 
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she attended public schools there and 
then the University of Nebraska. 

She taught public speaking at the Uni
versity of Miami, Fla., from 1926 through 
1928 and was teaching at the time she 
ran successfully for United States Repre
sentative. 

When she served in the House of 
Representatives she was then known as 
Mrs. Ruth Bryan Owen. She was the 
widow of Maj. Reginald Owen, a major 
in the British Army's Royal Engineers, 
whom she had married in 1910. During 
World War I she followed him to Egypt 
where she served as a voluntary nurse. 

During the time she was serving as 
United States Minister to Copenhagen 
she married Boerge Rohde, a captain in 
the palace guard of the late King Chris
tian X. After her marriage to Captain 
Rohde, the couple returned to the United 
States and she resumed her writing and 
lecturing career. 

Mrs. ROGERS of Massachusetts. 
Mr. Speaker, will the gentleman yield? 

Mr. ROGERS of Florida. I am happy 
to yield to the gentlewoman from 
Massachusetts. · 

Mrs. ROGERS of Massachusetts. 
Mr. Speaker, I am shocked to hear of 
the passing of our former colleague, 
Mrs. Ruth Bryan Owen Rohde. She 
was a personal friend of mine for many 
years, and I always admired her for her 
many fine accomplishments even before 
she came to Congress. I remember well 
her services here, her brilliance of ~!lind, 
her charm. There was not anything 
that Ruth Bryan Rohde could not do. 
I know the gentleman from Florida re
members well only last year when she 
revisited us and sat over there on that 
side and discussed various matters in
volving Denmark. We all know how 
much she has done in cementing the 
friendship of the two countries-the 
United States and Denmark. 

She was a great woman, a great diplo
mat, and a great statesman. 

Mr. ROGERS of Florida. Mr. Speak
er, I yield to the gentlewoman from 
Ohio [Mrs. FRANCES P. BOLTON]. 

Mrs. FRANCES P. BOLTON. Mr. 
Speaker, the death of Ruth Bryan Rohde 
in Copenhagen, Denmark, on yesterday 
brings to those of us of her generation 
many warm memories. 

Ruth Bryan Owen, as she was during 
her service in this House, was lovely to 
look at and good to listen to. Daughter 
of the never-to-be-forgotten orator, 
William Jennings Bryan, although she 
did not have his extraordinary power to 
sway an audience as his silver tongue 
had done, she had a charm and a grace 
all her own. With this she combined a 
fine ethic which I remember with espe
cial pleasure, as it touched my life and 
my husband's. 

At one time when she came to speak 
for the Democrats she stayed with us. 
When asked to criticize my husband who 
was then running for reelection, she said, 
"Oh, I could not do that. I · never speak 
against a colleague." 

Only a few weeks ago I met her on 
Madison Avenue in New York. We vis
ited for some little time, talking of 
Jamaica, where she had a lovely home, 

and of her anticipated trip to Denmark. 
Though I thought she looked worn I was 
truly shocked to learn her days among 
us had ended. 

Interesting daughter of an illustrious 
father she has left a record many could 
well envy. Wife, mother and grand
mother, lecturer, author, Representative 
in this great House, the first woman to 
hold the post of Minister to a foreign 
country, a charming and intelligent 
woman, Ruth Bryan Rohde will long live 
in the hearts of all who knew her. Nor 
will the ink fade upon her record in this 
House and in the files of the Foreign 
Service of the United States. 

May the Infinite take her to His heart. 
Mr. ROGERS of Florida. Mr. Speak

er, I yield to the gentleman from Ten
nessee [Mr. CoOPER]. 

quest, the officials of the university 
named the main lounge in the student 
union building in honor of William Jen
nings Bryan. He had been active in 
raising funds for that building many 
years ago and it was during my admin
istration as president of the student body 
that the final funds were raised and the 
project was begun. Just as her father 
had done, Mrs. Rohde maintained a keen 
interest in young people and in strength
ening our country through strengthen
ing them. 

It is a privilege to say of Mrs. Rohde 
that she was truly one of this country's 
most able stateswomen. She was not 
only able in her leadership, she was at 
all times kindly in her actions and sweet 
and gracious in her efforts to help all 
those to whom she could be of assistance. 

Mr. COOPER. Mr. Speaker, it was 
my privilege to come to the Congress at 
the same time the distinguished gentle- CONVEYANCE OF CERTAIN REAL 
woman from Florida came here and to PROPERTY TO BEAUFORT, N.C. 
enjoy a very warm friendship during her Mr. HOFFMAN of Michigan. Mr. 
period of service as a Member of this Speaker, I ask unanimous consent for 
House. the immediate consideration of the bill 

It was with very deep regret that I <H. R. 9406) to provide for the convey
heard she had passed away and I join ance of certain real property to the town 
with the distinguished gentleman from of Beaufort, N.C. 
Florida and other colleagues in express- The Clerk read the title of the bill. 
ing my deep sympathy to her bereaved The SPEAKER. Is there objection to 
family. . the request of the gentleman from 

Mr. ROGERS of Florida. Mr. Speak- Michigan? 
er, I yield to the gentleman from Texas There being no objection, the Clerk 
[Mr. RAYBURN]. read the bill, as follows: 

Mr. RAYBURN. Mr. Speaker, had I · Be it enacted, etc., That the Administrator 
time to have prepared some remarks of General Services is authorized and di
about our late colleague, I could not have rected to convey to the town of Beaufort, 
done better nor as well as the gentle- N. c., upon payment by such town of $1, all 
woman from Ohio in the remarks she of the right, title, and interest of the United 
has made about this wonderful woman, States in and to that certain piece or parcel 

of land lying and being in such town, 
Ruth Bryan Rohde. She was truly a bounded and particularly described as fol
distinguished daughter of a distin- lows: 
guished sire. She knew how to give Beginning at a point which is south 
friendship and how to keep friends. Her twenty-three degrees twenty minutes west 
record and her accomplishments were fifty feet from the center of the Beaufort
outstanding. I doubt if we have many Lennoxville Road, which point also is north 
other women in our lifetime who will sixty-six degrees fifty-five minutes west fifty 

feet from the centerline of the road con
adorn the positions she occupied or be a necting Front street and Lennoxville Road, 
greater tribute to womanhood than was and running thence north sixty-six degrees 
Ruth Bryan Rohde. fifty-five minutes west one hundred anQ. 

Mr. ROGERS of Florida. Mr. Speak- fifty feet; thence south twenty-three de
er, I ask unanimous consent that all grees twenty minutes · west four hundred 
Members may have 5 legislative days in sixteen and seven-tenths feet, more or less, 

to the high-water line of Taylor's Creek; 
which to extend their remarks in the thence southeastwardly, with and along the 
RECORD on the life and character of the high-water line of Taylor's Creek one hun
late Ruth Bryan Rohde. dred fifty and five-tenths feet, more or less, 

The SPEAKER. Is there objection to to a point fifty feet in the direction north 
the request of the gentleman from sixty-six degrees fifty-five minutes west 
Florida? from the centerline of the road connecting 

· Front Street and the Lennoxville Road pro-
There was no objection. jected to Taylor's Creek; thence north twen-
Mr. BENNETT of Florida. Mr. Speak- ty-three degrees twenty minutes east four 

er, it was my privilege many years ago hundred forty-two and four-tenths feet, 
as a student at the University of Florida more or less, to the point of beginning, ex
to meet, for the first time, Mrs. Ruth cepting from the foregoing descript ion that 
Bryan Rohde and to hear her speak. In portion of Front Street embraced therein, 
the years which followed, I have had the the same being described as follows: Begin-

ning at a point which is south twenty-three 
privilege of talking with her and corre- degrees twenty minutes west three hundred 
sponding with her on a number of occa- ninety-two and four-tenths feet from the 
sions. She once represented Jackson- centerline of the Beaufort-Lennoxville Road, 
ville, my hometown, in the Congress of which point also is north sixty-six degrees 
the United States. fifty-five minutes west fifty feet from the 

h · 1 t d 'th centerline of the road connecting Front 
S e graCIOUS Y coopera e WI my re- street and Lennoxville Road, and runs thence 

quest that her father's prize possession north sixty-one degrees twenty-five minutes 
of a beautiful old portrait of Thomas west one hundred fifty and five-tenths feet; 
Jefferson be presented to the University then0e south twenty-three degrees twenty 
of Florida as a token of her father's great minutes west sixty feet; thence south sixty
interest in the university. At my re- one degrees twenty-five minutes east one 
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hundred fifty and five-tenths feet; thence 
north twenty-three degrees twenty minutes 
east sixty feet to the point of beginning, 
being shown on map entitled "Property of 
United States Coast Guard and/or United 
States Navy Department, Beaufort, N. C." 

The bill was ordered to be engrossed 
and read a third time, was read the third 
time, and passed, and a motion to recon
sider was laid on the table. 

INTERNAL REVENUE ACT 
Mr. REED of New York. Mr. Speaker, 

I ask unanimous consent that the RECORD 
be corrected to conform to the concur
rent resolution. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 
· There was no objection. 

INTERNATIONAL CONVENTION FOR 
THE HIGH SEAS FISHERIES 

Mr. TOLLEFSON. Mr. Speaker, I ask 
unanimous consent for the immediate 
consideration of the bill <S. 3713) to give 
effect to the International Convention 
for the High Seas Fisheries of the North 
Pacific Ocean, signed at Tokyo, May 9, 
1952, and for other purposes. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the request of the gentleman from Wash-
ington? · 

There was no objection. 
The Clerk read the bill, as follows: 
Be it enacted, etc., That this act may be 

cited as the "North Pacific Fisheries Act of 
1954." 

SEc. 2. As used in this act, the term-
( a) "Convention" means the Internation~ 

al Convention for the High Seas Fisheries of 
the North Pacific Ocean with a protocol re~ 
lating thereto signed at Tokyo May 9, 1952; 

(b) "Commission" means the Internation~ 
al North Pacific Fisheries Commission pro
vided for by article II of the convention; 

(c) "United States section" means the 
United States Commissioners to the Com~ 
mission; 

(d) "Convention ~rea" means all waters, 
other than territorial waters, of the North 
Pacific Ocean which for the purposes of this 
act shall include the adjacent seas; 

(e) "Fishing vessel" means any vessel en~ 
gaged in catching fish or processing or trans~ 
porting fish loaded on the high seas, or 
any vessel outfitted for such activities. 

SEC. 3. The United States shall be repre~ 
sented on the Commission by not more than 
four Commissioners to be appointed by the 
President, to serve as such during his pleas~ 
ure, and to receive no compensation for 
their services as Commissioners. Of such 
Commissioners-

( a) one shall be an official of the United 
States Government; and 

(b) each of the others shall be a person 
residing in a State or Territory, the residents 
of which maintain a substantial fishery in 
the convention area. 

SEC. 4. (a) The United States section shall 
appoint an advisory committee composed of 
not less than 5 nor more than 20 members 
and shall fix the terms of office thereof, such 
members to be selected both from the vari~ 
ous groups participating in the fisheries cov
ered by the convention and from the fishery 
agencies of the States or Territories, the 
residents of which maintain a substantial 
fishery in the convention area. 

·(b) Any or all members of the advisory 
committee may attend all sessions of the 
Commission except executive sessions. 

(c) The advisory committee shall be in
vited to all nonexecutive meetings of the 
United States section and at such meetings 
shall be granted opportunity to examine and 
to be heard on all proposed programs of 
study and investigation, reports, and recom~ 
mendations of the United States section. 

(d) The members of the advisory commit~ 
tee shall receive no compensation for their 
services as such members. On approval by 
the United States section, not more than 
three members of the committee, designated 
by the committee, may be paid for transpor
tation expenses and per diem incident to at~ 
tendance at meetings of the Commission or 
of the United States section. 

SEC. 5. Service of any individual appointed 
from private life as a United States Commis~ 
sioner pursuant to section 3 or as a member 
of the advisory committee appointed pursu~ 
ant to section 4 (a) , shall not be considered 
as service or employment bringing such in~ 
dividual within the provisions of section~ 
281, 283, 284, and 434 of title 18 of the United 
States Code, and section 190 of the Revised 
Statutes ( 5 U. S. C. 99), except insofar as 
such provisions of law may prohibit any 
such individual from acting or receiving 
compensation in respect to matters directly 
relating to the convention, this act, or regu
lations issued pursuant to this act. 

SEC. 6. The President is authorized to (a) 
accept or reject, on behalf of the United 
States, recommendations ·made by the Com~ 
mission in accordance with the provisions of 
article III, section.. 1, of the convention, and 
recommendations made by the Commission 
in pursuance of the provisions of the proto
col to the convention; and (b) act for the 
United States in the selection of persons by 
the contracting parties to compose the spe~ 
cial committee provided by the protocol to 
the convention. 

SEC. 7. Any agency of the Federal Govern~ 
ment is authorized, upon request of the 
Commission, to cooperate in the conduct of 
scientific and other programs, and to fur~ 
nish, on a reimbursable basis, facilities and 
personnel for the purpose of assisting the 
Commission in carrying out its duties under 
the convention. Such agency may accept 
reimbursement from the Commission. 

SEc. 8. (a) The provisions of the conven~ 
tion and this act relating to abstention from 
fishing in certain areas by the nationals and 
vessels of one or more of the contracting 
parties shall be enforced by the Coast Guard 
in cooperation with the Fish and Wildlife 
Service and the Bureau of Customs. 

(b) For such purposes any Coast Guard 
officer, any officer of the Fish and Wildlife 
Service, or any other person authorized to 
enforce the provisions of the convention 
and this act referred to in subsection (a) 
of this section may go on board any fishing 
vessel of Canada or Japan found in waters 
in which Canada o.r Japan has agreed by 
or under the convention to abstain from 
exploitation of one or more stocks of fish, 
and, when he has reasonable cause to be~ 
lieve that such vessel is engaging in opera~ 
tions in .violation of the provisions of the 
convention, may, without warrant or other 
process, inspect the equipment, books, docu~ 
ments, and other articles on such vessel 
and question the persons on board, and for 
these purposes may hail and stop such 
vessel, and use all necessary force to compel 
compliance. 

(c) Whenever any such officer has reason~ 
able cause to believe that any- person on 
any fishing vessel of Canada or Japan is 
violating, or immediately prior to the board~ 
ing of such vessel was violating, the pro~ 
visions of the convention referred to in 
subsection (a) of this section, such person, 
and any such vessel employed in such vio~ 
lation shall be detained and shall be de-

livered as promptly as practicable to an 
authorized official · of the nation to which 
they belong in accordance with the provi~ 
sions of the convention. 

(d) Any officer of the Coast Guard, any 
officer of the Fish and Wildlife Service, or 
any other person authorized to enforce the· 
provisions of the convention and this act 
referred to in subsection (a) of this sec~ 
tion, may be directed to attend as witnesses· 
and to produce such available records and 
files or duly certified copies thereof as may 
be necessary to the prosecution in Canada 
or Japan of any violation of the provisions 
of the convention or any Canadian or 
Japanese law for the enforcement thereof 
when requested by the appropriate author~ 
ities of Canada or Japan respectively. 

SEc. 9. The Secretary of the Interior may 
designate officers of the States and Territories 
of the United States to enforce the pro~ 
visions of the convention and this act in~ 
sofar as they pertain to fishing vessels of 
the United States and the persons on board 
such vessels. 

SEC. 1_0. (a) It shall be unlawful for any 
person or fishing vessel subject to the juris~ 
diction of the United States to engage in 
the catching of any stock of fish from which 
the United States may agree to abstain in 
the waters specified for such abstention as 
set forth in the annex to the convention, 
or to load, process, possess, or transport any 
such fish or fish products processed there~ 
from in the said waters, or to land in a 
port of the United· States any fish so caught, 
loaded, possessed, or transported or any fish 
products processed therefrom. 

(b) It shall be unlawful for any person 
or fishing vessel subject to the jurisdiction 
of the United States knowingly to load, 
process, possess, or transport any fish speci
fied in subsection (a) of this section or any 
fish products processed therefrom in the 
territorial waters of the United States or 
in any waters of the convention area in 
addition to those specified in subsection (a) 
of this section, or to land in a port of the 
United States any such fish or fish products. 

(c) It shall be unlawful for any person or 
fishing vessel subject to the jurisdiction of 
the United States knowingly to load, process, 
possess, or transport in the convention area 
or in the territorial waters of the United 
States any fish taken by a national of 
Canada or Japan from a stock of fish from 
which Canada or Japan respectively has 
agreed to abstain as set forth in the annex 
to the convention or any fish products 
processed therefrom, or to land such fish 
or fish products in a port of the United 
States. 

(d) It shall be unlawful for any person 
subject to the jurisdiction of the United 
States to aid or abet in the taking of fish 
by a national or fishing vessel of Canada 
or of Japan from a stock of fish from which 
Canada or Japan has respectively agreed to 
abstain as set forth in the annex of the 
convention. 

(e) It shall be unlawful for the master 
or owner or any person in charge of any 
fishing vessel of the United States to refuse 
to permit the duly authorized officials of 
the United States, Canada, or Japan to board 
such vessel or inspect its equipment, books, 
documents, or other articles or question the 
persons on board in accordance with the 
provision of the convention, or to obstruct 
such officials in the execution of such duties. 

SEc. 11. (a) Any person violating subsec~ 
tion (a). (b). or (c) of section 10 of this 
act shall upon conviction be fined not more 
than $10,000; and for such offense the court 
may order forfeited, in whole or in part, the 
fish concerned in the offense, or the fishing 
gear involved in such fishing, or both, or 
the monetary value thereof. Such forfeited 
fish or fishing gear shall be disposed of in 
accordance with the direction of the court. 
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(b) Any person violating subsection (d) 

of section 10 of this act shall upon convic
tion be fined not more than $10,000. 

(c) Any person violating subsection (e) 
of section 10 of this act shall upon convic
tion be fined nor more than $10,000 and be 
imprisoned for not more than 1 year or both, 
and for such offense the court may order 
forfeited, in whole or in part the fish and 
fishing gear on board the vessel, or both, 
or the monetary value thereof. Such fish 
and fishing gear shall be disposed of in 
accordance with the direction of the court. 

(d) Section 10 of the Northwest Atlantic 
Fisheries Act of 1950 (64 Stat. 1067; 16 U.S. C. 
989) shall not apply to violations for which 
penalties are provided in this section. 

SEc. 12. For the effective execution of this 
act, sections 7 (a) and (b). 9, 10, and 11 
of the Northwest Atlantic Fisheries Act of 
1950 (64 Stat. 1067; 16 U. S. C. 986, 988, 989, 
990) shall be deemed to be incorporated 
herein in haec verba as long as Alaska shall 
remain a Territory provided that regulations 
authorized by section 7 (a) of the Northwest 
Atlantic Fisheries Act shall be adopted by 
the Secretary of the Interior on consulta
tion with the United States section and 
shall apply only to stocks of fish in the 
convention area contiguous to the territorial 
waters of Alaska. 

SEc. 13. (a) There is hereby authorized 
to be appropriated from time to time such 
sums as may be necessary for carrying out 
the purposes and provisions of the conven
tion and this act, including-

(1) necessary travel expenses of the United 
States Commissioners without regard to the 
Standardized Government Travel Regula
tions, as amended, the Travel Expense Act 
of 1949, or section 10 of the act of March 3, 
1933 (U. S. C., title 5, sec. 73b); and 

(2) the United States share of the joint 
expenses of the Commission; provided that 
the Commissioners shall not, with respect to 
commitments concerning the United States 
share of the joint expenses of the Commis
sion, be subject to the provisions of section 
262 (b) of title 22 of the United States Code 
lnsofar as they limit the authority of United 
States representatives to international 
organizations with respect to such commit
ments. 

(b) Such funds as shall be made available 
to the Secretary of the Interior for research 
and related activities shall be expended to 
carry out the program of the Commission 
ln accordance with recommendations of the 
United States section. 

SEc. 14. If any provision of this act or the 
application of such provision to any cir
cumstances or persons shall be held in
valid, the validity of the remainder of the 
act and the applicability of such provision 
to other circumstances or persons shall not 
be affected thereby. 

Mr. TOLLEFSON. Mr. Speaker, I of
fer an amendment. 

The Clerk read as follows: 
Amendment offered by Mr. ToLLEFSoN: On 

page 9, lines 15 and 16, strike out the words 
"as long as Alaska shall remain a Territory." 

The amendment was agreed to. 
The bill was ordered to be read a third 

time, was read the third time, and 
passed, and a motion to reconsider was 
laid on the table. 

FOREIGN MERCHANT VESSEL 
ACQUISITION 

Mr. TOLLEFSON. Mr. Speaker, I ask 
unanimous consent for the immediate 
consideration of the bill <S. 2371> to 
extend emergency foreign merchant ves
sel acquisition and operating authority 

of Public Law 101, 77th Congress, and 
for other purposes. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the request of the gentleman from 
Washington? 

There was no objection. 
The Clerk read the bill, as follows: 
Be it enacted, etc., That during any period 

in which vessels may be requisitioned under 
section 902 of the Merchant Marine Act, 1936, 
as amended, the President is authorized and 
empowered through the Secretary of Com
merce to purchase, or to requisition, or for 
any part of such period to charter or requi
sition the use of, or to take over the title 
to or possession of, for such use or disposi
tion as he shall direct, any merchant vessel 
not owned by citizens of the United States 
which is lying idle in waters within the jur
isdiction of the United States, including the 
Canal Zone, and which the Secretary finds to 
be necessary to the national defense. Just 
compensation shall be determined and made 
to the owner or owners of any such vessel in 
accordance with the applicable provisions of 
section 902 of the Merchant Marine Act, 1936, 
as amended. Such compensation hereunder, 
or advances on account thereof, shall be de
posited with the Treasurer of the United 
states in a separate deposit fund. Payments 
for such compensation and also for payment 
of any valid claim upon such vessel in ac
cord with the provisions of the second para
graph of subsection (d) of such section 902, 
as amended, shall be made from such fund 
upon the certificate of the Secretary of Com
merce. 

SEC. 2. During any period in which vessels 
may be requisitioned under section 902 of 
the Merchant Marine Act, 1936, as amended, 
the President is authorized through the Sec
retary of Commerce to acquire by voluntary 
agreement of purchase or charter the owner
ship or use of any merchant vessel not owned 
by citizens of the United States. 

SEc. 3. (a) Any vessel not documented un
der the laws of the United States, acquired 
by or made available to the Secretary of 
Commerce under this act, or otherwise, may, 
notwithstanding any other provision of law, 
in the discretion of the Secretary of the 
Treasury be documented as a vessel of the 
United States under such rules and regula
tions or orders, and with such limitations, as 
the Secretary of the Treasury may prescribe 
or issue as necessary or appropriate to carry 
out the purposes and provisions of this act, 
and in accordance with the provisions of sub
section (c) hereof, engage in the coastwise 
trade when so documented. Any document 
issued to a vessel under the provisions of this 
subsection shall be surrendered at any time 
that such surrender may be ordered by the 
Secretary of the Treasury. No vessel, the 
surrender of the documents of which has 
been so ordered, shall, after the effective date 
of such order, have the status of a vessel of 
the United States unless documented anew. 

(b) -The President may, notwithstanding 
any other provisions of law, by rules and 
regulations or orders, waive compliance with 
any provision of law relating to masters, 
omcers, members of the crew, or crew accom
modations on any vessel documented under 
authority of this section to such extent and 
upon such terms as he finds necessary be
cause of the lack of physical facilities on 
such vessels, and because of the need to em
ploy aliens for their operation. No vessel 
shall cease to enjoy the benefits and privi
leges of a vessel of the United States by 
reason of the employment of any person in 
accordance with the provisions of this sub
section. 

(c) Any . vessel while documented under 
the provisions of this section, when chartered 
under this act by the Secretary o! Coiiliilerce 

to Government agencies or departments or 
to private operators, may engage in the 
coastwise trade under permits issued by the 
Secretary of Commerce, who 1s hereby au
thorized to issue permits for such purpose 
pursuant to such rules and regulations as 
he may prescribe. The Secretary of Com
merce is hereby authorized to prescribe such 
rules and regulations as he may deem neces
sary or appropriate to carry out the purposes 
and provisions of this section. The second 
paragraph of section 9 of the Shipping Act, 
1916, as amended, shall not apply with re
spect to vessels chartered to Government 
agencies or departments or to private opera
tors or otherwise used or disposed of under 
this act. Existing laws covering the inspec
tion of steam vessels are hereby made appli
cable to vessels documented under this sec
tion only to such extent and upon such con
ditions as may be required by regulations of 
the Secretary of the department in which 
the Coast Guard is operating: Provided, That 
in determining to what extent those laws 
should be made applicable, due considera
tion shall be given to the primary purpose of 
transporting commodities essential to the 
national defense. 

(d) The Secretary of Commerce without 
regard to the provisions of section 3709 of 
the Revised Statutes may repair, recon
struct, or recondition any vessels to be util
ized under this act. The Secretary of Com
merce and any other Government depart
ment or agency by which any vessel is 
acquired or chartered, or to which any vessel 
1s transferred or made available under this 
act may, with the aid of any funds available 
and without regard to the provisions of said 
section 3709, repair, reconstruct, or recon
dition any such vessels to meet the needs 
of the services intended, or provide facilities 
for such repair, reconstruction, or recondi
tioning. The Secretary of Commerce may 
operate or charter for operation any vessel 
to be utilized under this act to private op
erators, citizens of the United States, or to 
any department or agency of the United 
States Government, without regard to the 
provisions of title VII of the Merchant Ma
rine Act, 1936, and any department or 
agency of the United States Government is 
authorized to enter into such charters. 

(e) In case of any voyage of a vessel docu
mented under the provisions of this section 
begun before the date of termination of an 
effective period of section 1 hereof, but is 
completed after such date, the provisions 
of this section shall continue in effect with 
respect to such vessel until such voyage 1s 
completed. 

(f) When used In this act, the term 
"documented" means "registered"• "en
rolled and licensed". or "licensed." 

Mr. TOLLEFSON. Mr. Speaker, I of
fer an amendment. 

The Clerk read as follows: 
Amendment offered by Mr. TOLLEFSON: 

On page 2, line 3, strike out the word "Sec
retary" and in lieu thereof insert the word 
"President." 

The amendment was agreed to. 
The bill was ordered to be read a third 

time, was read the third time, and 
passed, and a motion to reconsider was 
laid on the table. 

UNITED STATES MERCHANT 
MARINE ACADEMY 

Mr. ALLEN of California. Mr. Speak
er, I ask unanimous consent to extend 
my remarks at this point in the RECORD 
and include the report of the 11th Con
gressional Board of Visitors to the United 
States Merchant Marine Academy. 
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The SPEAKER. Is there objection 
to the request of the gentleman from 
California? 

There was no objection. 
Mr. ALLEN of California. Mr. Speak

er, I present herewith the 1954 report of 
the Board of 'ttisitors to the United States 
Merchant Marine Academy. 

On May 8, 1954, the Board met at the 
United States Merchant Marine Acad
emy at Kings Point, N.Y. There were 
present the gentleman from New York 
[Mr. KEoGH] and the gentleman from 
North Carolina [Mr. BoNNER] and my
self, who was elected to serve as chair
man. 

Each of the Board members present 
having approved the report I submit it 
to the Congress. The report is as fol
lows: 
REPORT OF THE BOARD OF VISITORS TO THE 

UNITED STATES MERCHANT MARINE ACADE
MY, 1954, KINGS POINT, N.Y., MAY 10, 1954 

THE PRESIDENT OF THE SENATE. 
The SPEAKER OF THE HOUSE OF REPRESENTA

TIVES. 
GENTLEMEN: Pursuant to Public Law 301, 

'18th Congress, approved May 11, 1944, the 
following Senators and Members of the House 
of Representatives were designated to con
stitute the 1954 Board of Visitors to the 
United States Merchant Marine Academy: 

By the President of the Senate: Senator 
IRVING M. IVEs (Republican), New York. 

By the chairman, Senate Committee on 
Interstate and Foreign Commerce: Senator 
ANDREW W. SCHOEPPEL (Republican), Kansas; 
Senator A. S. MIKE MONRONEY (Democrat), 
Oklahoma. 

By the Speaker of the House of Repre
sentatives: Congressman STUYVESANT WAIN
WRIGHT ll (Republican), New York; Con
gressman EUGENE J. KEoGH (Democrat), New 
York. 

By the chairman, House Committee on 
Merchant Marine and Fisheries: Congress
man JOHN J. ALLEN, JR. ~Republican), Cali
fornia; Congressman TIMoTHY P. SHEEHAN 
(Republican), Tilinois; Congressman ED
WARD J. HART (Democrat), New Jersey. 

Ex-omcio members: Senator JoHN W. 
BRICKER (Republican), Ohio (chairman, Sen
ate Committee on Interstate and Foreign 
Commerce); Congressman ALVIN F. WEICHEL 
(Republican), Ohio (chairman, House Com
mittee on Merchant Marine and Fisheries). 

The meetings of this Board, which is the 
11th such Board to visit the United States 
Merchant Marine Academy, were held on 
Saturday, May 8, 1954. 

Congressman JoHN J. ALLEN., JR., of Cali
fornia, and EuGENE J. KEOGH, of New York, 
were present for both the morning and after
noon meetings. Congressman HERBERT C. 
BoNNER, of North Carolina, attended both 
meetings in lieu of and at the request <:>f 
Congressinan EDWARD J. HART, of New Jer
sey. Congressman STUYVESANT WAINWRIGHT, 
of New York, sent a telegram expressing dis
appointment at being unable ~to attend and 
reiterating his unqualified approval of the 
work being carried on at the United States 
Merchant Marine Academy, and his hope 
that it would .soon be placed on the same 
basis as the other Service Academies. 

FmST MEETING OF THE BOARD 
The Board convened at Wiley Hall, Kings 

Point, at 1000, May 8, 1954, where they were 
welcomed by the Superintendent of the 
United States Merchant Marine Academy, 
Rear Adm. Gordon McLintock, and his staff. 

The Board elected Congressman JoHN J. 
ALLEN, JB., of California, as Permanent Chair
man and confirmed the appointments of 
Comdr. Clifford W. Sandberg, Lt. Comdr. 
Francis A. Litchfl.eld, and, and Lt. (Jg.) John 

A. Walsh as Secretary and Assistant Secre
taries, respectively. 

The Superintendent then introduced de
partment heads and administrative person
nel to the Board. Following previous -pro
eedures, the Board then continued in session 
until it was time to witness the formal regi
mental review in O'Hara Hall. 

Congressman .ALLEN. on behalf of the 
Board, accepted the salute of the regiment 
and the entire Board formed the inspection 
party to troop the line. The Board was 
greatly impressed by the smart appearance, 
military bearing, and precision of the cadet
midshipmen under the regimental com
mander, Cadet-Midshipman Harry B. Smith, 
of Ohio. The Board desires to compliment 
the regiment on an excellent review and to 
say that by noting the caliber of the young 
men and their obvious physical and mental 
fitness, the Board feels that our future mer
chant-marine officers are second to none and 
will be of the greatest value to our merchant 
marine and to our Navy in peace or in war. 

The Board also singled out the drill team 
under Acting Company Commander Harold 
M. Janinda, of Connecticut, for praise, and 
for its outstanding display of precision drill. 

The Board accepted the invitation of 
Cadet-Midshipman Regimental Commander 
Harry B. Smith and Cadet-Midshipman Reg
imental Adjutant Joseph D. Cerchione, of 
Idaho, to lunch with the regiment. 

:MEETING WITH THE REGIMENT OF CADET
MIDSHIPMEN 

Congressman JoHN J. ALLEN, Jr., addressed 
the regiment at luncheon on behalf of the 
B-oard. At the -conclusion of the luncheon 
the members of the Board met with the 
cadet-midshipmen from their districts and 
States. In addition, the last group of Phil
ippine cadet-midshipmen to be trained at 
Kings Point under the Philippine Rehabili
tation Act of 1946 were invited by Congress
man ALLEN to join with the California 
cadet-midshipmen during this meeting. 

SECOND MEETING OF THE BOARD 
The .Board sat in executive session with 

the secretary and assistant secretaries at 
1330 in Wiley Hall. The results of these 
deliberations appear in this report under 
the General Comments and Specific Rec
o.mme.nda tions. 

GENERAL COMMENTS 
The Board was especially pleased to note 

the high nror.ale present at Kings Point in 
spite of the difficult period through wh1ch 
the Academy has just passed. There can be 
no doubt that the .single most pressing need 
at Kings Point is legislation putting this 
important institution on a permanent basis. 
The Board strongly recommends :SUch leg
islation and will .support it fully in the Con
gress. 

The Board llas not forgotten that the 
cadet-midshipmen's monthly allowance was 
discontinued in 1952 and because of the dif
ficulties this has entailed for the cadets, it 
recommends that this allowance be restored 
as at the other Federal Academies. The 
Board found that the cadets are working at 
cutting lawns, painting, helping on boats, 
and doing odd jobs in the neighborhood in 
their very limited "free" time on Saturday 
afternoons and Sundays to the detriment of 
their studies, but made necessary if they are 
to pay their way in -cleaning, pressing, get
ting haircuts, incidental dues for small 
pleasures. These small expenses fall very 
heavily on young men who cannot call upon 
their parents for incidental money. They 
add to their worries and the Board .feels that 
the allowance originally set up for this pur
pose should be included in all future budgets. 

Also in connection with this, the Board 
noted with some concern that budgetary 
limitations have made it necessary to use 
the cadets for work in the kitchens and as 

waiters, messengers, and boiler-room fire
men during the academic week. The Board 
recommends, therefore. that budget figures 
snould be estimated with the thought in 
mind of eliminating or reducing such in
terference with academic studies because 
while many students work their way through 
college by performing such work which is in 
itself good, in the academic plus regimental 
schedule required at Kings Point, as at the 
other Federal Academies, there is no time 
for the student to perform such duties, ex
cept for a limited part of the weekend. Con
sequently, he is under a great pressure and 
many cadets are unable to cope with the 
extra load and fall back in their studies and 
eventually are lost to the Government. It 
is thus false economy to save a small amount 
on help and lose a greater amount in the 
loss of the cadet. The Board is cognizant 
of the fact that at West Point, Annapolis, 
and at New London the cadets and midship
men do not perform these extra duties. 

The Board learned with some concern 
that a recent question has arisen concerning 
the Naval Reserve status of the cadet-mid
shipmen of Kings Point. The Board urges 
those in the Department of Defense and the 
Department of Commerce concerned with 
this matter make every effort to make cer
tain that the demonstrated superiority of 
the Kings Pointer is not lost to the Naval 
Reserve forces. Past naval records of Kings 
Pointers have convinced the Board that these 
young officers make up an extremely val
uable reservoir of Naval Reserve omcers and 
this status should be retained. 

The Board desires to enter upon the record 
the fact that there exists a service obliga
tion for the graduate of the United States 
Merchant Marine Academy which compares 
favorably with the .service obligations of the 
graduates .of the other Federal Academies 
and omcer-training programs. The gradu
ates of the Coast Guard Academy are re
quired to serve 4 years on active duty im
mediately following graduation and retain 
their commissions for a further 4 years for 
a total of 8 years obligated service. Grad
uates of Annapolis and West Point are re
quired to serve 3 years on active duty im
mediately following graduation and retain 
their commissions for a further 5 years for 
a total of 8 years obligated service. Gradu
ates of the NROTC program are required to 
serve 3 years on active duty, if so ordered, 
and to retain their commissions for a total 
period of 8 years. Graduates of the United 
States Merchant Marine Academy are re
quired to serve 2 years on active duty, if so 
ordered, and to retain their commissions for 
a total period of 8 years of obligated service. 
This is in addition to service in the United 
States Merchant Marine, which 1s the pri
mary goal of these young officers, and in 
which service they have morally obligated 
themselves to serve as a continuing profes
sion. 

On the matter of. an annual budget, the 
Board thoroughly believes that a stable 
budget should be the goal sought. It seems 
reasonable to provide, for the present, a 
minimum budget which would permit the 
graduation of 100 deck officers and 100 en
gineer omcers annually. Provision should 
also be provided to permit the Academy to 
conduct such occasional special classes as 
the indu.stry requests and which are in the 
national interest. 

The Board was happy to learn that active 
seamen who desire to enter Kings Point are 
given an advantage of 5 credits on their en
trance examination and an additional ad
vantage of a 2-year extension in the maxi
mum age requirement limitation in an effort 
to encourage young, qualified seamen to 
enter Kings Point. 

The Board noted with concern the rela
tively small appropriation for upkeep and 
maintenance of the entire physical plant. 
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While it is recognized that much of the re
pair and maintenance work has been ac
complished by station personnel and cadet
midshipman assistance, the Board strongly 
recommends to those responsible for setting 
the Kings Point budget that provision be 
made for sumcient funds for the proper main
tenance of this excellent institution. 

The Board notes with particular interest 
that the value of the land, buildings, and 
equipment is considerably more than $10 
million. The Board urges that a careful 
study be made of ~omparable institutions 
in order to ascertain what constitutes a 
nominal expenditure for maintenance, re
pairs and replacements. It is the opinion 
of the Board that a sum of approximately 
$200,000 is needed at this time to make cer
tain that the buildings and equipment are 
not allowed to fall into a condition which 
would necessitate expensive repair and re
placement at a later date. The Board bases 
its recommendations on the following ex
penditures for maintenance, repairs, andre
placements during the last 5 years: 

1954------------------------------1953 _____________________________ _ 
1952 _____________________________ _ 

1951------------------------------
1950------------------------------

$73,044 
112,695 
36,668 
65,707 
77,065 

The above represents an average annual 
amount over the past 5 years of $73,040, or 
only seven-tenths of 1 percent of the value 
of the total inventories has been expended 
on maintenance, repairs, and replacement. 

The Board again notes that over $300,000 
stands in a fund for the purpose of con
structing a chapel. This sum has been raised 
through private contribution and represents 
well over one-half of funds necessary for the 
construction of this memorial chapel. The 
Board strongly urges that the Congress ap· 
prove the necessary funds to permit con· 
struction of this chapel. 

SPECIFIC RECOMMENDATIONS 
1. The Board specifically recommends that 

enabling legislation be enacted, setting up 
the United States Merchant Marine Academy, 
Kings Point, N. Y., as a permanent in· 
stitution. 

2. The Board specifically recommends that 
the budget for Kings Point be stabilized at 
a peacetime complement at an amount, 
making due allowance for attrition, which 
will permit the graduation of 100 deck omcers 
and 100 engineer omcers annually. 

3. The Board specifically recommends, for 
reasons stated in the body of this report, _and 
verified in actual practice, that the monthly 
allowance in cash previously issued to cadets 
be restored. There is simply not enough 
time in the cadet's schedule for doing out
side work. The Board feels this allowance 
should be the same as that at the other 
Federal Academies. 

4. The Board specifically recommends that 
the annual budget for Kings Point include 
sumcient funds for the proper maintenance 
of the entire physical plant and the replace· 
ment of obsolescing equipment. 

5. The Board specifically recommends that 
the Congress appropriate enough to com
plete the chapel fund drive in accord with 
the language of the b111, Public Law 485, 
80th Congress, approved April 17, 1948, which 
reads: 

"SEc. 3. The Maritime Commission is au
thorized to accept private contributions to 
assist in defraying the cost of construction 
of the chapel and library provided for herein. 
Such contributions shall be received and ac
counted for under such regulations as the 
Comptroller General of the United states 
may prescribe... · 

CONCLUSION 
The Board desires to enter upon the record 

its full support of the program being carried 
on at Kings Point. The Superintendent, h18 

staff, the Regiment of Cadet-Midshipmen 
and all personnel at Kings Point are to be 
commended for their outstanding perform
ance of duty in the face of considerable ad
versity. The Board desires, therefore, to ex
tend its sincere appreciation of this out
standing performance to the Superintendent, 
Rear Adm. Gordon McLintock, and through 
him to all hands at Kings Point. 

The Board offers its sincere thanks to its 
secretaries, Comdr. Clifford W. Sandberg, Lt. 
Comdr. Francis A. Litchfield, and Lt. (Jg) 
John A. Walsh for their assistance, and to 
Rear Adm. Hollie J. Tiedemann for his as
sistance to us in Washington in making the 
arrangements for the travel of the Board be
tween Washington and the Academy. 

Approved: 
JoHN J. ALLEN, Jr. 
EUGENE J. KEOGH. 
HERBERT C. BONNER. 

APPENDIX 
The Board of Visitors feels that it is im

portant at this particular time to include a 
copy of the recent Academic Advisory Board 
report as an appendix in order that the opin
ions of these eminent educators with regard 
to Federal responsibility may be cited: 

REPORT OF THE ACADEMIC ADVISORY BOARD TO 
THE UNITED STATES MERCHANT MARINE ACAD• 
EMY, 1954, KINGS POINT, N.Y. 

MARCH 10, 1954. 
Rear Adm. GoRDON McLINTOcK, 

Superintendent, United States Merchant 
Marine Academy. 

SIR: The seventh annual meeting of the 
Academic Advisory Board convened at Kings 
Point at 10 a.m., March 8, 1954. 

Present: Dr. George Stuart Benson, presi· 
dent, Harding College; Vice Adm. Wilfrid N. 
Derby, United States Coast Guard (retired), 
former Superintendent, United States Coast 
Guard Academy; Vice Adm. Harry W. Hill, 
United States Navy (ret.ired), former Super
inte:r:dent, United States Naval Academy; Dr. 
Martin A. Mason, dean of engineering, George 
Washington University; Dr. Frank Hugh 
Sparks, president, Wabash College; Mr. E. E. 
Wilson, assistant to the chancellor, Vander
bilt University. 

Prof. John E. Burchard, a member of the 
Board, was ;unable to attend. Dr. Sparks 
was present the first day only, and did not 
participate in the preparation of this report. 
Dr. Benson left after the deliberations of 
the Board, but before the final drafting of 
its conclusions. 

President John Cranford Adams, of Hofstra 
College, the Chairman of last year's Board, 
attended the first day and reviewed the ac
complishments of previous boards, as well 
as the history of accreditation of the Mer
chant Marine Academy for the conferring of 
a bachelor of science degree. 

The Board was particularly pleased to have 
all open sessions attended by the Maritime 
Administrator, Mr. Louis S. Rothschild, and 
Mr. Eldon C. Upton, Jr., a member of the 
Federal Maritime Board. It wishes to em
phasize the high value it puts on having 
direct contact with the highest authority in 
control of merchant marine omcer training. 

During the current session of the Board, 
full opportunity has been taken of the pres
ence of the Maritime Administrator and Mr. 
Upton to discuss many problems inherent to 
the Academy, and the steps being taken to 
meet those problems. These discussions 
have proven extremely valuable to all the 
members of the Board, and have provided a 
much better understanding of many admin
istrative problems at the Washington level 
relating to this Academy. 

Because of the great percentage of time 
devoted to these fruitful discussions, the 
opportunities for the members of the Board 
to examine in detail the progress of changes 
and improvements in the curriculum and ad-

ministration have been more limited than 
usual. 

The Board desires to express its apprecia
tion to the Superintendent and to the mem
bers of the staff for the excellent facilities 
provided for its work and for the generous 
attention to the comfort of its members. 
The courteous and hospitable spirit of the 
faculty and staff was noteworthy. 

By having meals in the cadet messhall 
and visiting laboratories ·while students were 
at work, the members of the Board were 
able to form a very favorable impression 
of the general appearance and spirit of the 
cadet-midshipmen as a group. 

The Board was generally well satisfied with 
the reports of the Superintendent and the 
several faculty committees on their activ
ities and feels that appropriate action is 
being taken on the recommendations of pre
vious boards within the power of the Super
intendent. 

The curriculum now appears to be in ac
cord with acceptable standards required for 
maintenance of accreditation. The atten
tion of the Superintendent and the faculty 
may now be given more critically to the 
scope and content of the individual courses 
and to the competence of the instruction 
in those courses. A continuing scrutiny by 
the dean, department heads, and faculty 
committees should be maintained to insure 
that the content and presentation of each 
course is improved whenever practicable. 
Every attention should be given to the inter
relation of courses without the introduction 
of undue duplication. 

The shift from two incoming classes a 
year to annual entrances has, the Board 
recognizes, introduced some dimculties in 
curriculum schedules which will persist for 
the next 3 or 4 years. 

Previous recommendations have been 
made by this Board relative to the question 
of admission, which at present is considered 
unsatisfactory because of the lack of knowl· 
edge or control of prospective entrants and 
their educational and cultural background. 
It is again recommended that more of this 
control be vested in the Academy organiza
tion, similar to existing university practice. 

It is suggested that a possible field for re· 
cruitment might exist in families of our 
merchant marine personnel. 

A study is also suggested of the existing 
entrance requirements, with a view to deter
mining whether higher standards could be 
established without seriously affecting the 
availability of desirable entrants. 

Events of the past few months relative to 
the status of Kings Point necessarily have 
engaged the attention of the Board. In its 
consideration of the problem the Board has 
attempted to appraise two questions: What. 
is the Federal interest in the training of 
merchant marine omcers? What responsi
bility is implicit in the Federal interest? 

The Board finds clear, unequivocal evi
dence on these questions in the language and 
intent of the Merchant Marine Act, 1936 ( 49 
Stat. 1985). Additionally, over a period of 
time, the Federal Government has developed 
a very large investment in the physical equip· 
ment of a merchant marine. It is an axiom 
that ships are only so good as the men that 
man them. Prudent judgment then recog
nizes that the investment already made and 
now continuing must be protected by pro
viding adequately trained and competent of· 
fleers to man the ships. The Board con
cludes there is a Federal interest in the 
training of merchant marine omcers and 
that this interest justifies the assumption of 
responsibility by the Federal Government for 
such training. 

It seems clear to the Board that this re
sponsibility cannot be delegated to a lower 
level but must be assumed and discharged at 
the Federal level. The common defense 1s a 
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Federal responsibility, and the officers par
ticipating in that defense must owe their 
allegiance to the Federal unity. The disci
pline, the loyalty, and the training of mer
chant marine officers therefore must be Fed
eral in character, philosophy, and unity of 
purpose. 

The Board recognizes the essen:,tial value 
of a merchant marine officer training estab
lishment _as a standby facility capable of 
rapid expansion in . times of emergency. It 
is noted that among all the educational es
tablishments of this nature Kings Point 
alone has existing classroom, laboratory, 
messing, and berthing facilities adequate to 
the probable emergency demand. 

The requirements for merchant marine 
training demand school facilities and teach
ing personnel of an order approximating 
those of our recognized technical schools 
whose standards and facilities are subject 
to critical evaluation. The United States 
Merchant Marine Academy is outstanding, 
1n fact, unique 1n this respect. The 'Board 
believes beyond question that Kings Point 
1s an educational establishment without peer 
1n its field. 

It has been the Board's observation that 
despite the most deleterious effects potential 
in the situation of the last few months, the 
inherent strength of Kings Point has enabled 
1t t<> survive what could well have been a 
fatal blow to a less dedicated school. 

The Board takes this opportunity to com
mend the administration and staff of the 
school and the Corps of Cadet-Midshipmen 
for their exemplary behavior during this 
period of stress. 

The necessity for an early assurance of a 
~;table future for the Academy is apparent. 
In the view of ·the Board the Academy is a 
sound establishment of great potential and 
a bright future. 

Prior to the completion of its duties, the 
Board elected Dean Mason to serve as Chair
man during the ensuing year. 

The Board wishes to express its thanks to 
Lt. Comdr. Litchfield and Lt. Comdr. Fish for 
-their invaluable assistance in providing for 
their needs during this visit and for their 
unfailing courtesy and diligence in looking 
.out for the Board's comfort during its stay 
at Kings Point. It is also deeply apprecia
tive of the efforts of W. 0. John Kiszenik and 
his clerical assistant who have assisted in 
the preparation of t .his report. 

WILFRID N. DEREY. 
HARRY w. HILL. 
.MARTIN A. MAsoN. 
E. E. WILSON. 

BITUMINOUS COAL INDUSTRY MEN
ACED BY IMPORTS OF FOREIGN 
NATURAL GAS 
Mr. VAN ZANDT. Mr. Speaker, I ask 

unanimous consent to extend my re
marks at this point in the RECORD. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
Pennsylvania? 

There was no objection. 
Mr. VAN ZANDT. Mr. Speaker, the 

coal industry, which has been a bulwark 
of the American economic system for 
over 150 years, faces another serious 
threat to its we1fare in proposals to throw 
open our borders to unrestricted imports 
of natural gas, most of which would come 
from Canada. 

Proposals to bring Canadian natural 
gas into the United States ignore the 
woeful unemployment situation that al
ready has struck the bituminous coal in
(!ustry; unemployment that has hit my 
'State of Pennsylvania especially hard. 
~he proposals ignore the fact that the 

United States has sufficient coal to last 
many centuries, enough coal to meet 
every energy need that can arise. They 
'also ignore the very obvious fact that by 
putting our dependence on foreign nat
ural gas, we take a chance of having that 
gas supply cut off, just when we need it 
most. 

Coal production in 1953 was only 453 
million tons, a 28 percent drop from the 
record 630 million tons produced in 1947 
and experts anticipate only 400 million 
tons in 1954, which would be 12 percent 
less than last year. 

This fall in production reflects only 
too vividly the effects o-f widespread use 
of our own domestic natural gas in com
petition with coal, as well as the compe
tition of foreign residual oil. 

Legislation has been introduced in the 
House and in the Senate intended to re
strain imports of natural gas whenever 
.Such deliveries threaten economic dislo
cation, unemployment, or injury to com
peting fuel industries. These proposals 
have drawn fire, not only from those who 
seek to bring natural gas in ·from Canada, 
but from the Department of State, as 
well. 

Objections have been raised by the 
.State Department on the grounc;i that 
such legislation would place an unneces
.sary barrier in the way of trade with 
Canada and Mexico. The State Depart
ment says there is no need for such legis
lation. I would like to ask on whose 
.opinion was this decision based? Did 
they ask the coal producers? Did they 
ask the out-of-work miners in my State 
of Pennsylvania? 

The State Department takes the posi
tion that in the case of natural gas 
imports the question already has been 
.settled and any legislation seeking to 
'Protect a vital segment of American in
dustry would threaten a sta-tus quo. This 
is not so. 

Proposals contained in bills introduced 
in Congress during this 83d Congress in 
no way represent any change in United 
States foreign policy, as the State De
partment contends. Nor are these pro
posals to limit imports of natural gas 
in any way inimical to our own best 
1nterests. 

The State Department ignores the fact 
that no real reciprocity exists in the mat
ter of fuel relations between Canada and 
the United States. The Dominion im
poses an import tax of 50 cents a ton on 
all coal crossing the border. Canadian 
<!Oal comes into the United States duty 
free. 

If we put our dependence on Canadian 
natural gas, as .I said before, we would be 
taking a chance. Dominion law permits 
-exports or imports of natural gas to be 
cut off arbitrarily without any standard 
of guidance, such as our own Natural 
Gas Act. Furthermore, the Province of 
Alberta--source of most Canadian nat
ural gas-has passed legislation permit
ting stoppage of exports of natural gas 
to the United States without stating a 
reason and without prior notice. 

Can the United States take such a 
chance? 

No really significant volume of Cana
dian gas is yet being imported, so this 
is the time for Congress to consider care-

iully these proposals to import natural 
.gas and legislation to safeguard the 
United States coal industry. There need 
be no cutoff of supplies, no loss of heavy 
investments, and no adjustments in 
trade or tariffs. 

The coal industry needs its friends in 
Congress. It has been hit hard these 
past few years by loss of markets to 
domestic natural gas and foreign resid
ual oil. To permit unrestricted imports 
of foreign natural gas at the expense of 
coal would be inimical to the best inter
ests of a major segment of our industry; 
it would be· inimical to the safety of our 
Nation. 

The United States cannot put its de
pendence on foreign sources of fuel. It 
cannot take the chance of having those 
sources cut off by enemy action in time 
of war. 

FRYINGPAN -ARKANSAS PROJECT. 
COLORADO 

Mr. ELLSWOR-TH. Mr. Speaker, I 
..offer a privileged resolution <H. Res. 626) 
from the Committee on Rules and ask 
for its immediate consideration. 

The Clerk read the resolution, as fol .. 
lows: 

Resolved, That upon the adoption of this 
Tesolution it shall be in order to move that 
the House resolve itself into the Cominittee 
of the Whole House on the State of the Union 
:tor the consideration of the bill (H. R. 236) 
to authorize the construction, operation, and 
maintenance by the Secretary of the Interior 
of the Fryingpan-Arkansas project, Colorado. 
After general debate, which shall be con
fined to the bill, and shall continue not to 
exceed 2 hours, to be equally divided and 
controlled by the chairman and ranking mi
nority member of the Committee on Interior 
and Insular Affairs, the bill shall be read for 
amendment under the 5-minute rule. At 
the conclusion o·f the consideration of the 
bill for amendment. the Committee shall rise 
:and report the bill to the House with .such 
amendments as may have been adopted, and 
the previous question shall be considered as 
ordered on the bill and amendments thereto 
·to nnal passage without intervening motion 
except one motion to recommit. 

Mr. ELLSWORTH. Mr. Speaker, I 
offer an amendment. 

Th-e Clerk read as follows: 
Am.endment offered by Mr. ELLswoRTH: 

Page 1, line 8, strike out "2 hour~" and in
sert "1 hour." 

The SPEAKER. Without objection, 
the amendment wm be agreed to. 

Mr. HOSMER. Mr. Speaker, I object. 
Mr. ELLSWORTH. Mr. Speaker, a 

parliamentary inquiry. 
The SPEAKER. The gentleman will 

state it. 
Mr. ELLSWOR'rH. Does not an 

amendment to a resolution require that 
a motion for its passage be put? 
. The SPEAKER. Does the gentleman 
desire to put that now or after debate on 
the resolution? 

Mr. ELLSWORTH. I think it would 
be desirable to have it now before we 
adopt the rule. 

Mr. SMITH of Virginia. Mr. Speaker, 
a parliamentary inquiry. 

The SPEAKER. The gentleman will 
state lt. 

Mr. SMITH of Virginia. W.hat is the 
status of the amendment offered by the 
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gentleman from Oregon [Mr. ELLs
WORTH]? 

The SPEAKER. The amendment is 
pending. The purpose of the amend
ment is to limit general debate to 1 hour 
instead of 2 hours. The question is 
whether the amendment will be agreed 
to. 

Mr. SMITH of Virginia. Mr. Speaker, 
is not the amendment subject to de
bate? 

The SPEAKER. The gentleman from 
Oregon has 1 hour. 

Mr. ELLSWORTH. Mr. Speaker, I 
move the previous question on the 
amendment. 

Mr. SMITH of Virginia. Mr. Speaker, 
I ask for a vote on the previous question. 

Mr. ELLSWORTH. Mr. Speaker, I 
withdraw the amendment. 

The SPEAKER. The gentleman from 
Oregon is recognized for 1 hour. 

Mr. ELLSWORTH. Mr. Speaker, I 
yield 30 minutes to the gentleman from 
Virginia [Mr. SMITH] and I yield myself 
now such time as I may require. 

Mr. Speaker, I urge the adoption of 
House Resolution 626, which will make 
in order the consideration of the bill 
<H. R. 236) to authorize the construc
tion, operation, and maintenance by the 
Secretary of the Interior of the Frying
pan-Arkansas project, Colorado. 

House Resolution 626 provides for an 
open rule with 2 hours of general debate 
on the bill. 

H. R. 236 is designed to provide sup
plemental irrigation water, municipal 
water, flood control, power, and other 
benefits for the section of country 
around Colorado Springs, Pueblo, and 
the general Arkansas Valley area in 
Colorado. 

As far as the supplemental irrigation 
water is concerned, about 185,000 acre
feet would be made available for 322,000 
acres of land in this section, through 
transmountain diversion of about 69,000 
acre-feet, the conservation of flood flows, 
reregulation of winter flow, and the re
use of return flows. 

It has been estimated, Mr. Speaker, 
that if this project is carried through 
about 66 percent of the usual annual 
flood damage between Pueblo and the 
John Martin Reservoir would be elimi
nated. This flood damage alone usually 
costs about $890,000 annually. 

The report on this bill emphasizes the 
fact that about one-half billion kilowatt
hours of electric energy would be pro
duced annually from the power facilities 
included in the plan. 

The report further shows that there 
is a serious shortage of water in this 
area due to the fact that Arkansas River 
waters cannot take care of all the sup
plemental water needs of this section. 
As a result there is a constant loss in 
crop production on the presently irri
gated farmlands. 

Mr. Speaker, I understand that the 
Subcommittee on Irrigation and Recla
mation held 4 days of hearings on this 
project before us today. The bill was 
reported favorably and the reporting 
committee is convinced that it is sound 
from an engineering, economic, and 
financial standpoint. 

The Bureau of the Budget has voiced 
no objection to this bill, it has the ap
proval of the administration and the 
Department of the Interior has com
mented favorably upon it. 

I feel that the 2 hours of general de
bate that would be given if the rule is 
adopte.d will allow an adequate time for 
the full discussion of this project. I 
hope that the rule will be adopted and 
that the House will proceed expedi
tiously to the consideration of H. R. 236. 

Mr. SMITH of Virginia. Mr. Speaker, 
I yield 5 minutes to the gentleman from 
California [Mr. YORTY]. 

CALL OF THE HOUSE 
Mr. HAYS of Ohio. Mr. Speaker, I 

make the point of order that a quorum 
is not present. 

The SPEAKER. The Chair will count. 
[After counting.] One hundred and 

·eighty-three Members are present, not a 
quorum. 

Mr. HALLECK. Mr. Speaker, I move 
a call of the House. 

A call of the House was ordered. 
The Clerk called the· roll, and the fol

lowing Members failed to answer to their 
names: 

[Roll No. 123] 
Angell Harrison, Wyo. O'Neill 
Bailey Hart Perkins 
Bentsen Hebert Powell 
Brooks, La. Hoeven Priest 
Buckley Kearns Rains 
Celler Kilburn Regan 
Chatham Long Roosevelt 
Cotton Lucas Secrest 
Curtis, Nebr. Lyle Short 
Davis, Tenn. McConnell Sutton 
Derounian Machrowicz Thompson, La. 
Dodd Mailliard Vinson 
Elliott Morrison Welchel · 
Gubser Murray Wheeler 
Harris Nelson Willis 
Harrison, Nebr. O'Brien, Mich. Wilson, Tex. 

The SPEAKER. On this rollcall 375 
Members have answered to their names, 
a quorum. 

By unanimous consent, further pro
ceedings under the call were dispensed 
with. 

Mr. REED of New York. Mr. Speak
er, I ask unanimous consent to insert · 
in the REcoRD an explanation of House 
Concurrent Resolution 263 at the appro
priate place. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

There was no objection. 
Mr. REED of New York. Mr. Speak

er, the concurrent resolution provides 
for the making of necessary corrections 
in the bill to conform to acts that have 
been presented to the President within 
the past few days: 

First. The Unemployment Compensa
tion Administrative Act. 

Second. The Revised Organic Act for 
the Virgin Islands. 

Third. An act authorizing the Su
preme Court to prescribe rules for re
view of decisions of the Tax Court. 

The resolution provides for the making 
of a correction to include-for purposes 
of the dividends-received credit-divi
dends from ·certain stock fire and casual
ty insurance companies. 

The resolq.tion also provides for the 
correction of cross references, for tech
nical conforming changes, and for 
printing with a comprehensive table of 
contents in lieu of an index. 

FRYINGPAN-ARKANSAS PROJECT, 
COLORADO 

Mr. SMITH of Virginia. Mr. Speaker, 
when the rollcall came, I had yielded 
5 minutes to the gentleman from Cali
fornia [Mr. YORTY]. 

Mr. YORTY. Mr. Speaker, this bill 
has a rather misleading name, Frying
pan-Arkansas project. It probably 
sounds strange to many of the Members, 
and I imagine it sounds rather unimpor
tant. Actually the bill involves a revision 
of the reclamation law and is a pilot bill 
which, if it establishes a precedent, may 
saddle untold billions of dollars of debt 
on the taxpayers of all States of the 
United States for the benefit of a small 
number of people. 

It is diffioult for a Californian to 
INTERNAL REVENUE CODE OF 1954 speak on a Colorado River matter be-

Mr. ELLSWORTH. Mr. Speaker, I cause there is always the possibility of 
yield to the gentleman from New York the thought in the minds of the Mem
[Mr. REED] for two unanimous-consent bers that it is because we are from Call
requests. fornia that we are against the bill, and 

Mr. REED of New York. Mr. Speak.. only for that reason. But actually I 
er, I ask unanimous consent to correct would be compelled to oppose this bill no 
the printing in the RECORD of the con- matter what State I came from. 
ference report on H. R. 8300 to conform I have been envious of the objective 
to the conference report. position of my friend, the gentleman 

The SPEAKER. Is there objection to from Pennsylvania [Mr. SAYLOR] who has 
the request of the gentleman from New done a tremendous amount of work on 
York? this bill and other bills involving the 

Mr. EBERHARTER. Mr. Speaker, re- same cost principle. He is more fortu
serving the right to object, is this the nate than I in that it cannot be said 
matter to which I called the attention that his objections stem from the fact 
of the House previously? that he comes from one of the States on 

The SPEAKER. The Chair suggests the Colorado River. 
to the gentleman from New York [Mr. I well remember my thoughts when I 
REED] that ·he withdraw his request. once picked up a folder dealing with this 

Mr. REED of New York. Mr. Speaker, river. On the title page it said, "The 
I withdraw my request. I made it only Colorado River, River of Controversy." 
because the leader on that side asked Certainly it has been, dating away back 
me to do so. in our history. As of now 4 million peo-

The SPEAKER. The gentleman from pie in the State of California are de-
New York withdraws his request. . pendent upon water from the Colorado 
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River. This is indeed an important river, 
and this project is important because it 
sets some precedents that are far reach
ing in etfect. 

I suppose essentially the controversies 
on the river stem from the fact that you 
cannot plan projects on the river as just 
a part of the United States with the 
great river ftowing down through it, and 
say that we will pick out projects that 
are the best irrespective of State lines. 
The law of the river compels us to di
vide it for project purposes into the 
lower basin and the upper basin. In the 
lower basin, nature has made it more 
feasible economically to put the water to 
use. Some of those in the upper basin 
who wish to use Colorado River water 
have been compelled to resort to a sort 
of tortured formula of financing to try 
to justify projects which involve huge 
Federal subsidies and a raid on the 
Treasury of the United States. For some 
years, under a ruling by the Department 
of the Interior, the interest money added 
into the power rate to reimburse the 
Treasury of the United States for its in
terest cost to develop power, instead of 
going to the Treasury of the United 
States was actually diverted to the Bu
reau of Reclamation and from there back 
to the beneficiaries of these projects. I 
have always felt that this was a fraud 
on the people of the United States and 
certainly unfair to the taxpayers outside 
of the area directly benefited by these 
projects. If subsidies are justified, they 
should be open and not hidden. 

This Fryingpan-Arkansas project bill 
is important because it involves a formula 
of financing called the Col1bran formula. 
Under this formula, instead of the irri
gators paying back the cost of the irriga
tion features of the project in 50 years, 
much of the repayment for the irriga
tion features is deferred until after the 
50-year period. At the end of that time 
when the power features with interest 
have been returned to the Treasury, then 
the net power revenues instead of going 
to the Treasury are diverted to pay the 
cost that the irrigators could not pay 
themselves. In other words, the costs 
not repaid, even without interest, by the 
people who directly benefit, who get the 
water on the land, are subsidized out of 
the Treasury of the United States. 

During this long period of time, as you 
will all recognize immediately, the in
terest on this unpaid debt piles up and 
is compounded, so that in the end the 
subsidy is much greater than it would 
have been under any formula whereby 
the cost of the irrigation features would 
be paid back by the irrigators within the 
usual 50 years. The loan for the irriga
tion features has always been interest
free under our reclamation law, and the 
cost of the power features has been re
turned with interest except when di
verted by a former Interior Department 
ruling of questionable validity. Under 
this Collbran formula, not even all of the 
actua1 construction cost of the irrigation 
features is paid back by the irrigators in 
50 years, or over. The postponement of 
repayment of much of the cost of the 
irrigation features, while the interest 
cost to the Treasury piles up, is the 
essence of this fantastic Collbran 
formula. 

Mr. PATTEN. Mr. Speaker, I ask 
unanimous consent to extend my re
marks at this point in the RECORD. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
Arizona? 

There was no objection. 
Mr. PATTEN. Mr. Speaker, it is my 

firm conviction that Congress should 
look with disfavor on the proposal now 
before us. The Fryingpan-Arkansas 
project, involving the diversion of water 
from Colorado's western slope to east 
of the Continental Divide, obviously is 
another one of _those plans which will 
deprive the residents of one area of a 
vital natural resource, and in doing so, 
deny them their rightful opportunity to 
develop and use other natural resources 
in their locality. 

H. R. 236 would authorize the collec
tion of water from Hunter Creek and the 
Fryingpan River west of the Divide and 
divert it by means of an elaborate system. 
of canals, tunnels, storage reservoirs, and 
diversion dams to the Arkansas River 
on the eastern slope. This project has 
been criticized widely as a Rube Gold
berg type of engineering design. It 
would cost $172,898,000 at 1953 price 
levels, and it actually is just the first step 
of the gigantic Gunnison-Arkansas plan 
that received so much opposition in the 
late 1940's. 

The Fryingpan-Arkansas project 
would deprive industries on the western 
side of the mountains of water that could 
be used locally for developing oil shale, 
uranium, and pulpwood resources. It is 
my understanding that the oil shale in
dustry alone could provide a livelihood 
for a half million new residents in 
western Colorado. The operation of the 
businesses dealing in consumer goods 
and services, and the taxes and other 
retur,ns from the oil shale and allied 
industries would enhance the State's 
economy still further. It is reported 
that this expansion will be impossible 
with the loss of the natural ftow of water 
on the western slope. 

It seems that the water to be delivered 
to the farmers under this plan would 
cost them about $10 per acre-foot. In 
similar irrigation districts, it has been 
found that farmers cannot pay this ex
orbitant price for water and still com
pete successfully with crop producers 
from other areas. This project appears 
to be a taxpayer's subsidy both for the 
water and for the crops produced. 

Western slope sportsmen's organiza
tions call this project the rape of the 
Roaring Fork and oppose it on the 
grounds that it would destroy famous 
fishing streams. The beds of both the 
Roaring Fork and Hunter Creek could 
be dried up under this plan, and I hope 
others will join in the opposition to this 
bill. 

Mr. ELLSWORTH. Mr. Speaker, I 
yield 5 minutes to the gentleman from 
Colorado [Mr. CHENOWETH]. 

Mr. CHENOWETH. Mr." Speaker, as 
the author of this bill I would like to tell 
you something about this project. I am 
a little surprised that my good friend 
from California would be here on the 
ftoor making a speech against reclama
tion. California is a reclamation State 
and there is nothing in this bill which 

will affect California in the least. There 
is nothing new in this bill. There are 
no new precedents. This bill carries out 
the same reclamation policies which 
have been endorsed and advocated by 
both Democratic and Republican admin
istrations since 1902, when the first Rec
lamation Act -was passed. 

This is a bill that does not affect any 
other State. Colorado has agreed on 
the division of water that belongs to us. 
Neither the State of California nor any 
other State is involved in this division. 
The water which we divide belongs to the 
State of Colorado. It has been allocated 
to Colorado under both the Colorado 
River compact and the upper Colorado 
River compact. 

There is nothing unusual about this 
bill. There is nothing sinister about this 
proposal, as my colleague from California 
would have you believe. This is a rec
lamation project, approved by every 
State in the Colorado River Basin and by 
all Federal agencies involved. The proj
ect provides for irrigation, ftood control, 
municipal water and power and is similar 
to other multipurpose projects that 
have been constructed in Western States. 
Water in the amount of 70,000 acre-feet 
is diverted from the Colorado River 
Basin in the western part of Colorado, 
so ably represented by my colleague [Mr. 
AsPINALL], and is brought through a tun
nel to the Arkansas Valley in eastern 
Colorado, where there is a desperate 
shortage of water. 

The Bureau of Reclamation has been 
working on this project for many years. 
It is not before you today as the result 
of any hasty action, but has had mature 
study for a long period. It has been 
found feasible by a ratio of 1.48 to 1. 
The figures have been checked by in
dependent engineering firms and have 
been found to be correct. 

The issue involved is the continuation 
of the reclamation program that has 
been of such benefit to the arid States of 
the West. A vote for this rule is a vote 
for reclamation. I hope that those who 
have supported reclamation in past 
years will now support this rule and per
mit the consideration of this measure. 

A companion bill, S. 964, has been 
passed by the other body. 

Mr. DINGELL. Mr. Speaker, will the 
gentleman yield? 

Mr. CHENOWETH. I yield. 
Mr. DINGELL. As I recall, the old 

Colorado River compact, Colorado has a · 
basic right to use this water whether it 
is · east or west of the Continental 
Divide. That is reserved for the use of 
the State of Colorado, as she pleases to 
use it; is that not correct? 

Mr. CIJENOWETH. I am very happy 
that the gentleman from Michigan 
made this observation. He is absolutely 
correct. 

Mr. DINGELL. May I say this to my 
brethren. We had the same kind of 
arguments against the Big Thompson 
project when we were able to help 
Colorado develop that great project. 

Mr. CHENOWETH. That is right. 
Mr. DINGELL. It will pay out every 

dime to the Government and so will this 
one. 

Mr. CHENOWETH. The gentleman is 
correct. We should also look at the in-
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creased income taxes that will be col
lected as a result of the increased pro
duction, brought about by this project. 

Mr. DINGELL. Yes, the income taxes 
and the increased prosperity will just be 
a bonus for the Treasury. 

Mr. CHENOWETH. My friend, the 
gentleman from Michigan, is a former 
resident of Colorado. We certainly hated 
to lose him, but our loss is Michigan's 
gain. I am delighted to have the gentle
man's contribution, and appreciate his 
support of this project. 

Mr. DIES. Mr. Speaker, will the 
gentleman yield? 

Mr. CHENOWETH. I yield. 
Mr. DIES. Would the gentleman ex

plain how this will be financed? I am 
confused about that. 

Mr. CHENOWETH. I will be very 
happy to explain the financing to the 
gentleman. This bill authorizes the sum 
of .$172,898,000. It contains a limitation 
in that amount. Of that amount, $75 
million is charged to irrigation and every 
penny of that will be repaid. Under the 
general reclamation law that amount 
will not bear interest. It is basic recla
mation law that the amount charged to 
irrigation does not bear interest. The 
purpose of the law is to promote the 
development of the arid regions of the 
west. The program has been most suc
cessful. Water is the life-blood of the 
west and this project will make water 
available to the Arkansas Valley in Colo
rado which is now in desperate need of 
additional water for both irrigation and 
domestic purposes. 

Mr. DIES. Seventy-five million dollars 
will have to be paid back without in
terest? 

Mr. CHENOWETH. That is right
that is without interest. The amount 
charged to power is $42 million and to 
municipal water is $32 million. That to
tals $74 million, which will be paid back 
with interest. As a matter of fact, this 
entire amount will be paid back before 
any of the revenue from power or mu
nicipal water, which the gentleman from 
California referred to as a subsidy for 
irrigation, is applied to the amount 
charged to irrigation. This is paid back 
in full with interest, at a rate which is 
fixed by the Secretary of the Treasury. 

Mr. DIES. It is administered by some 
authority; is that correct? 

Mr. CHENOWETH. It is administered 
by the Bureau of Reclamation. This bill 
does not set up any valley authority. 
This is just another reclamation project. 
I might state that this is the second time 
we have provided for the diversion of 
water from the Colorado River Basin in 
Colorado. The Colorado Big Thompson 
project, which is in the district repre-· 
sented by my colleague [Mr. HILL], is 
now about completed. That was started 
some 15 years ago. That project is 
now in ·operation and it has proven very 
successful. The gentleman from Michi
gan [Mr. DrNGELL] pointed out that, 
when the Colorado River compact was 
made, it was assumed that there would 
be a diversion of water out of the Colo
rado River Basin. This water originates 
in Colorado. It is our own water. I 
cannot understand why any other State 
objects to this project, as all we are doing 
is dividing our own water. This is a 

good project, and the House committee 
in its report states: 

The committee is convinced it is sound 
from an engineering, economic, and financial 
standpoint. 

Mr. DINGELL. Under the Colorado
Big Thompson project, Denver and other 
areas east of the Rockies got the benefit 
of that water and now you are going to 
provide the same thing for communities 
east of the Rockies south of Denver. 

Mr. CHENOWETH. That is correct. 
We are providing water for what is 
known as the Arkansas Valley in Colo
rado. This area is desperately in need 
of additional water, and no other source 
is available. Residents of the valley 
have had this project in mind for many 
years. This project was not promoted 
by the Bureau of Reclamation. The Bu
reau was called in and conducted a sur
vey over a period of many years. The 
project contained in this bill is the result 
of their efforts and deserves your 
support. 

Mr. DINGELL. So when Colorado is 
for it, I am for it. 

Mr. CHENOWETH. I thank the gen
tleman. I appreciate the interest of the 
gentleman from Michigan. 

I would like to say to niy friend, the 
gentleman from Texas, that there is $20 
million in this project for flood control, 
and there will be a dam above the city 
of Pueblo. I might state that the city 
of Pueblo suffered a very disastrous flood 
in 1921, when many lives were lost and. 
property damage totaled millions of 
dollars. The city of Pueblo went ahead 
and constructed flood-protection works 
at its own expense, with no Federal con
tribution of any kind. This project will 
supplement the protection that the city 
has provided. This dam will also provide 
protection for the towns and cities below 
Pueblo in the Arkansas Valley, which are 
subject to flood damage each year from 
the Arkansas River. This amount 
charged to flood control is not reim
bursable under our reclamation laws. 

There is also included in the project 
the sum of $3 million for fish and wild
life development. This amount is not 
reimbursable. Except for this amount, 
and the amount charged to flood control, 
all of the costs of the project will be re
paid to the Government. 

Mr. HALLECK. Mr. Speaker, will the 
gentleman yield? 

Mr. CHENOWETH. I yield. 
Mr. HALLECK. Do I understand that 

the Department of the Interior has 
recommended this bill favorably? 

Mr. CHENOWETH. That is correct. 
I would like to state to the distinguished 
majority leader that this project has had 
the approval of two administrations. 
It was first approved by Oscar Chapman 
when he was Secretary of the Interior 
under a Democratic administration, and 
it has now been approved by Douglas 
McKay, Secretary of the Interior under 
the Republican administration. 

Mr. HALLECK. I commend the gen
tleman on the splendid statement be is 
making in support of the project. I hope 
the ru1e will- be adopted and that the bill 
will be passed. 

Mr. CHENOWETH. I appreciate the 
gentleman's interest and support. I can 

assure him that this is a good project, 
which has received favorable considera
tion from every Federal agency, and has 
been approved by every State in the 
Colorado River Basin. I am puzzled by 
the opposition of those who profess to be 
for reclamation, but who are now seek.:. 
ing to discredit and defeat this project. 

I have tried to present the figures on 
the cost of the project, and how this 
money will be repaid, part of it with 
interest. Let me point out that not one 
dollar is appropriated in this bill. This 
is simply an authorization bill. I do not 
want to leave the impression that we do 
not expect an appropriation in the fu
ture. We need this project now. In re
porting the bill the Committee stated: 

"The services which this project would 
provide are urgently needed.'' 

However, before there can be any con
struction it will be necessary to justify 
the project before the House Subcom
mittee on Appropriations of which our 
colleague [Mr. JENSEN] is chairman. If 
the project is authorized at this time it 
will be several years before actual con
struction can begin, and the amount au
thorized would be spread over a perio<l 
of perhaps 10 years. 

I mention this for the purpose of show
ing that the approval of this project 
at this time will have no effect whatever 
on our present fiscal policies. It is too 
late this year to get an appropriation so 
that no money could be made available 
until 1955. 

Mr. JENSEN, Mr. Speaker, will the 
gentleman yield? 

Mr. CHENOWETH. I yield. 
Mr. JENSEN. I wonder if the gentle

man would explain to the House the 
number of acres of land that will receive 
supplemental water from this project? 

Mr. CHENOWETH. I was about to 
give those figures. 

Mr. JENSEN. And also the type of 
crops that will be raised, and give the 
committee some idea of the benefits that 
will accrue, not only to the people there 
but to the Nation generally. 

Mr. CHENOWETH. I will try to give 
you this information. This project 
diverts 70,000 acre-feet of water from 
the Colorado River basin. This will pro
vide supplemental water for about 322,-
000 acres of land which is now under 
irrigation. This supplemental water is 
good crop insurance for the farmers, and 
they are happy to pay for the same. In 
many cases it will mean a crop, or no 
crop. This is a very fertile valley and 
many products are raised, including 
sugar beets, alfalfa, onions, tomatoes, 
watermelons, cantaloupes, corn, and dif
ferent types of grains. This project wili 
make possible the reregulation of the 
water in the Arkansas River, so that there 
will be a total of some 183,000 acre-feet 
made available for irrigation and domes
t ic purposes. 

The project provides for three earthen 
dams with a total storage capacity of 
770,000 acre-feet. It also provides for 
seven power plants, with a generating 
capacity of 104,000 kilowatts. 
. I have wires from the REA coopera

tives in my district, who are desperately 
in need of cheaper power and who are 
looking forward to this project with great 
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anticipation. This project has been en
dorsed by the National Rural Electric 
Cooperative Association. The power 
that will be produced by this project will 
be in great demand by the REA co
operatives and other groups. 

The bill provides that no municipal 
water system will be constructed unless 
the Secretary of the Interior determines 
that it is not feasible for the local com
munities to construct such works. If the 
Federal Government constructs the fa
cilities, including a pipeline to serve the 
different communities in need of domes
tic water, a contract will be required for 
payment of the actual investment, with 
interest, over a period of not to exceed 
50 years. 

Mr. JENSEN. Is it not a fact that 
· there is practically no opposition to this 

project in the State of Colorado? Every
body who understands the project is for 
it? . 

Mr. CHENOWETH. It is officially en
dorsed by the Colorado Water Conserva
tion Board, which is the official agency 
that speaks for the State of Colorado on 
water matters. I do not want to leave 
the impression that every one in the 
State of Colorado is for the project. Of 
course there are differences of opinion 
concerning the disposit;on of our water. 
So far as I know there is no organized 
opposition to this project, except possi
bly at Aspen, Colo., where the homes of 
a couple of prominent citizens will be in
undated by the water of a compensatory 
dam to be constructed above the town. 
I might state that there has been an 
agreement reached between the western 
and eastern slopes of Colorado on this 
project. The project has been approved 
by the Colorado River Conservation 
Board, and the Southwestern Colorado 
Conservation District Board. These are 
the boards in western Colorado charged 
with the responsibility of protecting their 
respective areas on water diversions. I 
might also state that the Colorado Water 
Conservation Board is composed of rep
resentatives from every section of Colo
rado, and that the board was unanimous 
in its approval of this project. 

Mr. JENSEN. But there is no opposi
tion by those folks who are paying for 
this project. 

Mr. CHENOWETH. Oh, no. Their
rigators, of course, will pay for the water 
they use. In addition, a conservancy dis
trict will be organized under the laws 
of Colorado, and a levy will be made on 
all of the property in the district. 

The SPEAKER. The time of the gen
tleman from Colorado has again expired. 

Mr. ELLSWORTH. Mr. Speaker, I 
yield the gentleman 2 additional 
minutes. 

Mr. DIES. Mr. Speaker, will the gen
tleman yield? 

Mr. CHENOWETH. I yield to the 
gentleman from Texas. 

Mr. DIES. I note in the minority re
port that under the repayment pro
visions of the bill the concealed sub
sidy would amount to at least $425 mil
lion. Then they say the subsidy will 
amount to $1,375 per acre. _What is 
meant by that? 

Mr. CHENOWETH. Those figures are 
completely without foundation and are 
fantastic. It is estimated that the cost 
will be about $243 per acre. Of this 
amount the farmer will pay about $100. 
As I stated before, the amount charged 
to irrigation does not bear interest, un
der our reclamation laws. This amount 
will be reduced by payments each year, 
and it is utterly absurd to talk about a 
cost of $1 ,375 per acre. 

Mr. DIES. Does the gentleman mean 
that failure to pay interest on the $75 
million, and the amount contributed for 
flood control is a subsidy? Is that it? 

Mr. CHENOWETH. There is no in
terest charged on this $75 million allo
cated for irrigation. The irrigators pay 
their part back in 50 years, which I be
lieve amounts to about $31 million. 
That would leave $44 million on the ir
rigation costs, which will be paid from 
power revenue. I will not have time to 
go into all of these figures. However, 
this will be done in general debate on 
the bill and I am sure the gentleman . 
from Texas will be convinced that the 
figures to which he refers are wholly er
roneous, and have been circulated solely 
for the purpose of defeating this project. 

There has been some confusion over 
the different reclamation projects which 
have been pending. You have received 
considerable mail over what is known as 
the Upper Colorado River Storage Proj
ect, which includes Echo Park Dam. 
Many of you have inquired whether or 
not this project contains Echo Park Dam. 
The Fryingpan-Arkansas is a separate 
and distinct project and has no connec
tion whatever with Echo Park Dam. 

I make this statement for the purpose 
of clearing up any misunderstanding 
that may still exist as to the identity of 
these projects. So far as I know, no con
servation group is opposed to this proj
ect. It has the approval of the Izaac 
Walton League and other groups inter
ested in fish and wildlife development. 
I want to make this absolutely clear so 
there will be no confusion or misunder
standing as to the attitude of these or
ganizations. This is a reclamation proj
ect which has been developed through 
regular channels, having the approval of 
all of the official agencies charged with 
the responsibility for recommending 
feasible reclamation projects for the 
consideration of Congress. 

Mr. Speaker, I hope that this rule will 
be adopted, so that the House may pro
ceed with the consideration of H. R. 236, 
a bill authorizing the Fryingpan-Arkan
sas transmountain water diversion proj
ect. This bill has had the careful study 
of the Bureau of Reclamation and this 
project deserves your support. 

Mr. HILL. Mr. Speaker, I support 
my colleague, the gentleman from Colo
rado [Mr. CHENOWETH], on this legisla
tion, H. R. 236, and wish to state that 
I am amazed that Members of the House 

· from California -would oppose this proj
ect, which is certainly within the opera
tion and purpose of the Colorado River 
compact. 

I call your attention to statements 
made by water experts from the State 

of California given on June 15-16, 1953, 
which will be found in the Senate hear
ings on the pages indicated. 

I quote: 
STATEMENT OF RAYMOND MATTHEW, CHIEF 

ENGINEER, COLORADO RIVER BOARD OF 
CALIFORNIA 
Mr. MATTHEW. Mr. Chairman and gentle

men of the committee, my name is Ray
mond Matthew. I am chief engineer of the 
Colorado River Board of California. I ap
pear here on behalf of the Colorado River 
Board of California, which is a State agency 
created by act of the legislature in 1937. 
The board is charged with the responsibility 
for protecting the interests of California in 
the waters of the Colorado River. It is com
posed of six members appointed by the Gov
ernor, each representing one of the public 
agencies having established rights to the use 
of water or power from the Colorado River. 

Proposed project: The proposed Frying
pan-Arkansas project sought to be author
ized under S. 964, 83d Congress, 1st session, 
would divert water from the Colorado River 
Basin to the Arkansas River Basin in Colo
rado and conserve and reregulate Arkansas 
River waters in combination with imported 
Colorado River Basin water, for the purposes 
of supplying supplemental irrigation water 
to 309,000 acres of presently irrigated lands 
in the Arkansas River Basin, furnishing ad
ditional municipal water supplies and gen
erating hydroelectric power. 

It will be noted that the State of Cali
fornia in its comment favors the authori
zation of the proposed project, provided it 
"qualifies under criteria, policies, and pro
cedures established by the Congress," a:n,d" 
provided "the diversion and utilization of 
the waters of the Colorado River system by 
and through the project works will not im
pair the rights of the State of California 
or any of its agencies to the waters of the 
system as defined and set forth in the Colo
rado River compact." 

Certainly the water is going to be used, 
and we are in favor of the development and 
use of the waters of the Colorado River sys
tem. Different types of development may 
result in different results, and I think from 
the standpoint of the interests of the en
tire basin, the upper basin as well as the 
lower basin is interested in the development 
which will give the best benefits and the 
best results to all the water users in the 
basin. 

Senator JACKSON. Did the compact not 
contemplate that as long as Colorado ob
tained its share of the 7Y:! million acre-feet, 
it could take it any place in the State of 
Colorado? It did not have to be all down in 
the lower area or a certain percentage allo
cated to the upper area. 

STATEMENT OF NORTHCUTI.' ELY, SPECIAL COUN
SEL, COLORADO RIVER BOARD OF CALIFORNIA, 
WASHINGTON, D. C. 
In conclusion, Mr. Chairman, may I say 

that California distinctly does not oppose 
this project. To the contrary, we are glad 
to see development in the upper basin pro-

. ceed within the terms of the Colorado River 
compact. By the same token, we feel it 
appropriate that the legislation which 
authorizes this or other upper basin projects 
should, first, contain therein the same safe
guards that the upper basin interests have 
insisted be placed in the lower basin legis
lation, the San Diego aqueduct bill; and 
second, disclaim any intent to give congres
sional sanction to any interpretation of any 
of the documents comprising the law of the 
river. Whether that interpretation favored 
us or were against us, we feel Congress 
should disclaim any intent to make any in
terpretation. 
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STATEMENT 011' JOHN GEOFFREY WILL, SECRZ• 

TART AND GENERAL CoUNSEL, UPPER COLO• 
llADO RIVER COMMISSION 

My name is John Geoffrey Will. I am 
secretary and general counsel of the Upper 
Colorado River Commission, the headquar
ters of which are located at Grand Junction, 
Colo. 

The Upper Colorado River Commission 1s 
an interstate body, created under and by 
virtue of the upper Colorado River Basin 
compact, entered into in October of 1948 by 
the States of Arizona, Colorado, New Mexico, 
Utah, and Wyoming, ratified by their respec
tive legislatures and duly consented to by 
the Congress. 

I am glad of this opportunity to testify 
In behalf of the authorization of the Fry
ingpan-Arkansas project, Colorado. 

Expert witnesses who have already ap
peared before this committee have discussed, 
or will discuss the physical, engineering, 
economic and legal aspects of the Frying
pan-Arkansas project. It is not my purpose 
to discuss these aspects of the project. Nor 
would it be appropriate for me to do so, since 
I cannot qualify as an expert with respect 
to them. I can and do testify, however, as 
a lay witness, to my understanding of the 
urgent needs for water in the Arkansas 
Valley of Colorado that have prompted the 
investigations of the possib111ties lying in 
the importation of water from the Colorado 
River system and the subsequent production 
of a project report. 

Quite aside from the agricultural aspects 
of this project, and these aspects are im
portant, the Fryingpan-Arkansas project 
will constitute the means whereby the great 
city of Pueblo, Colo., and a number of towns 
and communities in the Arkansas Valley will 
achieve supplemental municipal water sup
plies. I can and I do, as a lay witness, testify 
to my understanding regarding the desper
ate need that exists for such additional mu
nicipal water. 

Mr. SMITH of Virginia. Mr. Speaker, 
I yield 5 minutes to the gentleman from 
Indiana [Mr. MADDEN]. 

Mr. MADDEN. Mr. Speaker, as a 
member of the Rules Committee, of 
course, I did not have an opportunity to 
sit in on the hearings of the Committee 
on the Interior and Insular Affairs. But 
when the matter was presented to the 
Rules Committee I was astounded to 
think that a bill of this magnitude would 
be presented to the Rules Committee and 
called upon the floor of the House in the 
shadow of adjournment. This bill was 
introduced for the first time in January 
1953, a year and a half ago, wh~n the 
Congress first convened. As I under
stand it, the hearings on this bill were 
completed in June 1953. Why was the 
consideration of this bill delayed to this 
final week of adjournment? 

The gentleman from Iowa [Mr. JEN
SEN] inquired whether or not the people 
of Colorado were divided on the project. 
I am reading from a report filed by mem
bers of the committee headed by col
leagues Messrs. SAYLOR, HOSMER, LEO W. 
O'BRIEN, DoNOVAN, REGAN, WALTER 
ROGERS, HALEY, and SHUFORD. The re
port states: 

The committee heard testimony from a 
number of persons and organizations on the 
western slope of Colorado from which the 
water involved would be diverted objecting 
strongly to the entire project. 

Another thing that has not been 
brought out is that this Fryingpan proj-

ect is dovetailed with another much authorized for irrigation in the West. I 
larger project, and eventually both proj- want to direct your attention to the fact 
ects will have to be thrown in together, that the continental divide in the State 
which will cost something like $1 billion. of Colorado begins on the Wyoming line 
It might surprise some of the Members at about the middle of the State. On the 
here who come from other States to know west side we have 52 mountain peaks in 
what this project is going to cost your excess of 12,000 feet. As the snow on 
State. those mountains melts, we produce ap-

The people of New York will contribute proximately 70 to 75 percent of the water 
in taxes something like $61,700,000, the of the Colorado River. The reason I 
taxpayers of Indiana will contribute mention that is because you have heard 
something like $12,800,000, the taxpayers the controversy mentioned by the gentle
of Iowa will contribute something like man from California who preceded me 
$7,750,000. If the full project g-oes regarding the developments on that 
through, if the mother project is com- river. May I point out · to you that in 
pleted, if the camel gets his head under 1922 all 7 States in the Colorado River 
the tent with this Fryingpan project, and Basin entered into a compact, and by 
the full project goes through, the cost to that compact the water was divided be
the State of Indiana will be $25,600,000, tween the upper basin States of Wyo
to New York $123,000,000, and so forth. ming, Utah, Colorado, and New Mexico 

Mr. DINGELL. Mr. Speaker, will the and the lower basin States of Arizona, 
gentleman yield? Nevada, and California. In that com-

Mr. MADDEN. I yield to the gentle- pact the Californians solemnly agreed 
man from Michigan. that they would not use in excess of 4.4 

Mr. DINGELL. The gentleman cer- million acre-feet of water. They agreed 
tainly does not believe there is any sub- to that to get this Congress to approve 
stance to those figures, does he? the development that led to the Boulder 

Mr. MADDEN. I think the figures in- Dam so that the city of Los Angeles and 
dicate a pretty fair yardstick as to what all of southern California could get 
this is going to cost the taxpayers of the water that has led to the prosperity of 
country. that area and which, in turn, has led to 

Mr. DINGELL. This project is going greater numbers of representatives in 
to pay for itself eventually like the congress, so that they can today come 
Columbia River, TVA, Boulder Dam, and in and doublecross us. When I say 
others. ''doublecross," I mean that beginning 

Mr. MADDEN. My primary objection after the Boulder Canyon project was 
is to bringing a bill of this magnitude up approved, the people of southern Cali
in the shadow of adjournment when it fornia, through gentlemen who were at 
should have been brought in here a year that time acting in their behalf, came to 
ago or during the months last spring the upper basin States and said, ''If you 
when the House had plenty of time to will amend this act so that we can get a 
debate and study the legislation. reduction on water interest rates from 

Mr. Speaker, I do not like to oppose 5 percent to 3 percent and get other 
this bill on account of my good friend, fringe benefits, then we will make avail
the gentleman from Colorado [Mr. able larger sums of money to carry out 
CHENOWETH] The Hoover Commission the investigation of how the upper basin 
is now investigating this very thing. The States can develop their projects." And, 
Hoover Commission has under consid- with that, we in the upper basin States 
eration this Fryingpan project and also joined with the lower basin states and 
the project over on the other side of the amended the Boulder Canyon Project 
Rocky Mountains in Colorado, and they Act. The Bureau of Reclamation has 
are making a complete survey and within made its study, and out of that study 
a few months from now there will be a they recommended this project. Now, 
report in on this whole program, includ- in the face of th~t. how can it be said but 
ing the half on the west side of the what this is not developing along the 
Rockies in Colorado. So, I think it would line that was intended by those who 
be good judgment on the part of this originally entered into the compact in 
House to wait until that great Commis- 1922? 
sion headed by ex-President Hoover Mr. DINGELL. Mr. Speaker, will the 
makes its report as to the feasibility of gentleman yield? 
this project. Mr. ROGERS of Colorado. I yield to 

Mr. DINGELL. Are you going to fol- the gentleman from Michigan. 
low Hoover? Mr. DINGELL. As I recall the com-

Mr. MADDEN. Mr. Speaker, I refuse pact, under the terms of the compact, 
to yield. Colorado, which produces about 70 per-

There is a great question, too, I will cent of the water, gets very little of the 
say to my friend from Michigan [Mr. water benefit, while California, which 
DINGELL] as to the feasibility of this produces very little water or puts in very 
project. little water to the lower Colorado, gets 

The SPEAKER. The time of the gen- the lion's share and they want still more. 
tleman from Indiana has expired. · Mr. ROGERS of Colorado. The point 

Mr. SMITH of Virginia. Mr. Speaker, · I want to make is this, that out of the 
I yield 5 minutes to the gentleman from agreement and under the supervision 
Colorado [Mr. RoGERS]. and guidance of those from southern 

Mr. ROGERS of Colorado. Mr. California, the Boulder Canyon Project 
Speaker, I rise in support of the resolu- Act was amended in 1939 and funds were 
tion, and I want to point out that this is, made available for the purpose of a 
as the gentleman preceding me said, one study by the Bureau of Reclamation. 
of the many projects that should be Part of that study has been completed. 
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Mr. HOSMER. Mr. Speaker, will the 
gentleman yield? 

Mr. ROGERS of Colorado. I yield. 
Mr. HOSMER. Did the gentleman in

tend in his remarks a few minutes ago 
to indicate that any Member of this 
House had doublecrossed him or any 
other person in connection with the mat
ter of the upper Colorado? 

Mr. 1\.0GERS of Colorado. I meant to 
say that as Attorney General of the State 
of Colorado from 1936 to 1940 I dealt 
with the men that the gentleman and 
others accepted papers for and filed in 
this record and that they at that time 
told us-

Mr. HOSMER. Will -the gentleman 
answer my question as to whether it is 
intended that any person in this House 
is to be impugned, in the remarks that 
have been made? 

Mr. ROGERS of Colorado. I will say 
this, that there are men in this House 
who have accepted articles from peo
ple who I know came to me to get the 
Boulder Canyon Project Act amended in 
1939, when they agreed that the develop
ment of the upper basin States should 
have the money, that they would come 
and help us develop it and support us in 
Congress on it. 

Mr. HOSMER. Is it not a fact that 
the reason that 7% million acre-feet of 
water was reserved to the upper basin 
at that time is because it would have 
been appropriated by the lower basin 
under the usual flow of the river? 

Mr. ROGERS of Colorado. No. 
Mr. HOSMER. And that it was ready 

to go ahead and to use the water at that 
time but that the upper basin was not. 

Mr. ROGERS of Colorado. Let me 
interrupt at that point and say to the 
gentleman that in order for Boulder Dam 
or Hoover Dam, whichever you want to 
call it, to be built, Congress required 
that a compact be entered into between 
the States. 

The SPEAKER. The time of the 
· gentleman has expired. 

Mr. SMITH of Virginia. Mr. Speaker, 
I yield 5 minutes to the gentleman from 
New York [Mr. DoNOVAN]. 

Mr. DONOVAN. Mr. Speaker, it is a 
long way from the sidewalks of New 
York to the lower Colorado Basin. I am 
not the slightest bit concerned about any 
rivalry that may exist between California 
on the one hand and Colorado on the 
other over the muddy and turbulent 
waters of the Colorado. But I am inter
ested particularly in the statements 
made by the gentleman from Oregon, 
from the Rules Committee [Mr. ELLS
WORTH], who in opening this debate said 
that the Budget Director had no objec
tion to this bill. I leave to the Members 
of this House the meaning of this lan
guage taken word for word from the 
letter of the Budget Director dated 
March 3, 1954, to the Executive Depart
ment: 

I am authorized by the Director of the 
Budget to advise you while there wo'uld be 
no objection to the submission of whatever 
report on S. 964 you deem appropriate under 
the circumstances, we believe that the ques
tions raised in our letter of June 8, 1953, 
and the question of Federal responsibility 

with respect to recreation; should be resolved 
~efore the project is authorized. 

Mr. ELLSWORTH. Mr. Speaker, will 
the gentleman yield? 

Mr. DO NOV AN. I have but 5 minutes. 
I will yield to the gentleman in general 
debate. 

Mr. ELLSWORTH. The gentleman 
mentioned my name. I would point out 
to the gentleman that on page 10 of the 
report the Bureau of the Budget states 
that it has no objection to the project. 

Mr. DONOVAN. I have not yielded. 
This is a funny bill. Late this year 

the committee on which I serve, the 
Committee on Interior and Insular Af
fairs, by a vote of 13 to 12 reported 
out what is known as the Upper Colo
rado Basin development bill. It calls 
for an appropriation of roughly a bil
lion dollars. Rumor hath it that the 
bill is still up in the Rules Committee and 
that it will be there when the sine die 
resolution is adopted by this House. But 
this Fryingpan bill, which calls for an 
appropriation of $172 million, would di
vert from the upper Colorado River 
Basin on the west side of the Rocky 
Mountains in the State of Colorado wa
ter to the eastern slope in Colorado. 
And for what? Among other things, 
for $32 millions worth of municipal wa
ter in case the cities of Colorado Springs, 
Pueblo, and certain other Arkansas 
Valley towns find it infeasible to build 
local reservoirs. 

There is something else in this bill 
that I think this House should look into. 
On page 4 of the report it is stated that 
the Twin Lakes Reservoir in the upper 
Arkansas Basin will be enlarged from a 
present capacity of 56,000 acre-feet to 
260,000 acre-feet. 

I did a little inquiring around about 
that, and I find that the Twin Lakes 
Reservoir is operated by a water com
pany, a stock company, with its corpo
rate stock held by God knows whom. 
That reservoir is going to be tied into this 
project. 

I am against this rule, Mr. Speaker, 
_because I think this whole proposition 
.should be deferred for further study and 
because I am convinced that it is a 
handout to one small section of this 
country, not only at the expense of the 
taxpayers in the East and the Middle 
West but also at the expense of all the 
owners of land and all the residents of 
_the Rocky Mountain States and coast 
States west of the great Continental 
Divide. _ 

Mr. SMITH of Virginia. Mr. Speaker, 
I yield myself the remaining time. 

Mr. Speaker, let me say that this bill 
came before the Rules Committee very 
recently advocated by my good friend, 
the gentleman Jrom . Colorado [Mr. 
CHENOWETH]. It is a matter of deep 
personal regret to me that he should 
have a project here that he is deeply in
_terested in, and I find myself unable to 
support it. But there are times when 
it is necessary to take a position on a 

.matter where you feel that it is wrong. 
I think this ,is wrong. It_ is wrong in 

.so many respects that 10 minutes will 

. not give me time to tell you about it. 

.Principally it is wrong · beca~se it is 

brought up here when everybody is in 
the throes of adjournment, a matter 
highly controversial, when there is no 
necessity for it. -
· I think you ought to consider the his
tory of this piece of legislation. It was 
introduced in the Congress on the 1st 
day of the 83d Congress. Hearings were 
held on it and hearings were completed 
in June of 1953. The bill was not then 
reported from the committee. 

Mr. ASPINALL. Mr. Speaker, if the 
gentleman will yield for a correction, may 
I point out to him that the hearings were 
not completed until this year. 

Mr. SMITH of Virginia. All right, I 
am not going to overlook anything on 
this, and I might as well take that point 
up right now. I say the hearings were 
completed in June 1953. I mean by that 
the hearings that are available to you in 
the document room. That is what I 
asked for and that is what you expect 
to be the record in the case. But to 
make sure that the hearings were com
pleted, I inquired of the committee if any 
more hearings had been printed, and I 
find, "No, no more hearings have been 
printed." But· hearings which opposed 
the bill were taken several months ago. 
So when my friend reminds me that the 
hearings were not completed, he is en
tirely correct; but they were completed 
as far as you and I and other Members 
of the Congress are concerned-unless 
you want to go to the committee to find 
them, and they are the hearings in oppo
sition to this bill. 
· Mr. CHENOWETH. Mr. Speaker, will 
the gentleman yield? 

Mr. SMITH of Virginia. I must yield 
to my good friend even if I lose the floor. 

Mr. CHENOWETH. I appreciate the 
gentleman's reference to me. I am sure 
he would not want to leave the impres
sion that I have delayed this bill. 

Mr. SMITH of Virginia. Not at all. 
The gentleman from Colorado has been 
more industrious about getting this bill 
out than anybody could think of being. 
He has been anxious. to get it out, and 
I respect his energy and I know he has 
done everything he can to get his con
stituents something that they ought not 
to have. 

Mr. CHENOWETH. I beg to disagree 
with the gentleman. 

Mr. SMITH of Virginia. That is a 
failing that many of us have, including 
the present speaker. 

Now, Mr. Speaker, let us go on with 
this thing. It is said in this report 
that it is approved by the administration. 
The Budget Bureau expresses the view of 
the administration. On June 8, 1953, the 
Bureau of the Budget wrote a recom
mendation on this bill and had a bunch 
of reservations as long a.s both of my 
arms put together. Those reservations 
are set forth in nearly 2 full pages of 
fine print. Then, they were asked this 
year for another report. They made the 
other report, which is the one upon 
which this report of the committee is 
based, in which they said, "Yes, if you 
want to go on and do it-do it, that is 
fine-but we still think you ought tore
solve the questions we raised and the 
objections we made in our letter of a 
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year ago." That is the kind of budget 
support that this bill has. Let us get 
some of the facts about what has been 
happening. I am not familiar with this, 
and I may be wrong on this, but just 
listen to what happened in the Commit .. 
tee on Rules, and that is all I know about 
it. Some of the gentlemen from Colo .. 
rado are sort of on a spot on this bill. 
You might as well realize that. You 
have in Colorado the west side of the 
Colorado River and the east side. Some 
Members represent the ~ast side and 
some represent the west side and some 
represent both sides. What this bill does 
is to take a part of the Colorado River, 
which the good Lord put over on the west 
side of the Rockies, and dig a hole 
through the Rocky Mountains and put 
it over on the east side of the Rockies. 
A lot of fellows on the west side of the 
Rockies just do not want that hole dug. 
They say if you do dig the hole, there 
may not be any water to put in the hole. 
That is the important question that you 
gentlemen want to consider because you 
are providing for an appropriation of 
$172 million of the taxpayers' money by 
an administration which has promised to 
balance the budget, and which has not 
done so. 

We find the leaders of that adminis .. 
tration asking you to authorize the ap
propriation of this $172 million to dig 
this hole through the Rocky Mountains 
to put water from the west side of the 
Colorado River to the east side, and we 
do not even know whether there is going 
to be any water in it after you dig the 
hole. What kind of economy do you call 
that? Let me give you the reason I 
think there is not going to be any water 
if the hole is dug. As you know, they 
have had a dry season and the fiow of 
the Colorado River has been reduced. 
There is an agreement involving New 
Mexico, I think, and old Mexico and 
California and Colorado and some other 
States there, as to the division of the 
water of the Colorado River. They each 
get so many cubic acres or cubic feet 
or cubic something or other, and what 
is left over can be diverted over to the 
east side of the mountain, if somebody 
digs a hole in the mountain. But they 
cannot get any unless these States of 
California and the other States on the 
west side of the mountain first get their 
agreed allocation of water out of the 
river that the Lord put on the other side 
of the Rocky Mountains. So if the fiow 
of the river has been reduced and dimin
ished so that there is not enough water 
to supply the present commitments, then 
eastern Colorado cannot get any water. 
We will have a hole through the moun
t~in, but there will not be any water 
to put into it. Now, gentlemen, at this 
late day of the session, I ask you this 
question in all seriousness: Do you be
lieve that a sensible, sound, solid Con
gress ought to, 3 days before the time 
set for adjournment, consider as highly 
a controversial and as highly uncertain 
a proposition as this? 

That is the question before you. With 
that question before you, I think you 
should solve it by defeating this rule. 
..IJ!_m~-~ ask you to vote down this 

rule. It will save my friends from Colo
rado, to all of whom I am very much· 
devoted, a lot of embarrassment. If we 
vote down the rule they will not have 
to go on the spot, whether their con
stituents on the east side of the moun .. 
tains are displeased or on the west side 
are displeased. It will be the sensible 
thing to do. It will be the thing we ought 
to do. It will help my friends on the 
other side of the aisle to carry out their 
pledge that they are at least going to 
try to balance the budget. 

Mr. CHENOWETH. Mr. Speaker, will 
the gentleman yield? 

Mr. SMITH of Virginia. I y.ield. 
Mr. CHENOWETH. There is not a 

dollar appropriated in this bill. That 
will nave to come later. 

Mr. SMITH of Virginia. Oh, yes. It 
is authorized. 

Mr. CHENOWETH. The gentleman 
does not want to set up his judgment 
against the engineers of the Bureau of 
Reclamation who have found that this 
is a feasible project; also the figures 
have been checked by independent engi .. 
neers who have corroborated those fig
ures. 

Mr. SMITH of Virginia. No, sir. I do 
not put my judgment up against any
body. I am trying to tell the House the 
inferences I gathered from the positive 
statements that are made by both friends 
and enemies of the project before the 
Rules Committee, because that is all I 
know about it. 

Mr. DAWSON of Utah. Mr. Speaker, 
will the gentleman yield? 

Mr. SMITH of Virginia. I yield. 
Mr. DAWSON of Utah. I would like 

to call attention to the fact that day be
fore yesterday we approved a Rivers and 
Harbors bill amounting to some $900 
million, in the last few days of this ses .. 
sion, with not nearly as much informa
tion as we have on this bill and with not 
even a record vote. 

Mr. SMITH of Virginia. I do not 
think we ought to do it. I do not think 
we ought to do this. If you want to go 
further, you do a lot of things around 
here that I do not think you ought to do. 

The SPEAKER. The time of the 
gentleman from Virginia has expired. 

Mr. ELLSWORTH. Mr. Speaker, I 
yield 10 minutes to the gentleman from 
Pennsylvania [Mr. SAYLOR]. 

Mr. SAYLOR. Mr. Speaker, I rise in 
opposition to this rule not as an enemy · 
of reclamation, but as a friend of recla .. 
mation. One who is interested in good 
projects which are economically sound 
and financially feasible. Mr. Speaker, I 
have before me a book which certain pro
ponents of this legislation would like 
to see disposed of, because it makes 
some of the statements which have been 
made with regard to this project, look 
foolish. 

I have heard said on this fioor that 
this is a small project and it is in
dependent. If you would read the report 
which our committee has put out, called 
the F'ryingpan-Arkansas project, you 
would gain that impression. However, 
I tell you that this is a Trojan horse 
which will allow the entire Gunnison 
Arkansas project to become a reality. 

I show to the Members of the House a 
book published by the United States 
Department of Interior, Bureau of Recla
mation, called initial development of 
the Gunnison-Arkansas project, Roar .. 
ing Fork diversion. And I would like 
to read to you a statement which the 
then Director of the Bureau of Recla
mation, Mr. Straus, made when he sent 
this to the Secretary of the Interior: 

This is my proposed report on the initial 
development, Roaring Fork diversion, of the 
potential Gunnison-Arkansas project, Colo
rado. My report is based on and incorpo
rates the accompanying report of the 
regional director, Bureau of Reclamation, 
Denver, Colo., dated February 23, 1951. 

Mr. Speaker, in 1953 when the House 
Committee on Interior and Insular . 
Affairs published its report, it published 
the testimony which had been taken up 
until that time. However, as my good 
friend, the gentleman from Virginia [Mr. 
SMITH] stated, the testimony which was 
taken in 1954 of those people who op
posed this bill has not been printed. If 
any Member desires to get that testi
mony he cannot get it over in the Docu
ment Room where you would expect to 
get it; he will have to go to the files of the 
committee. I can say to the Members of 
the House that there is a large segment 
of the people of Colorado who are op
posed to this project. 

Mr. Speaker, the gentleman from 
Texas [Mr. DIES] asked where the figures 
came from in the minority report which 
say that if this project goes through it 
will cost the taxpayers of this country 
$1 ,375 an acre or about $220,000 for every 
160-acre farm. When the gentleman 
from Texas [Mr. Dmsl asked that ques
tion he was told that those figures are 
fantastic. I may say to the Members of 
the House that they are fantastic, but 
those figures are the Bureau of Reclama .. 
tion's own figures. 

Where did I get them? I show to the 
Members of the House the reply to a. 
questionnaire from JoHN P. SAYLOR, 
Member of Congress, to the Secretary of 
the Interior, regarding H. R. 236, the 
Fryingpan-Arkansas project of Colorado 
and call to your attention that on page 
20 of that reply the figures which appear 
in the minority report are the figures 
which we give you. If those figures are 
wrong, if they are fantastic, it is because 
I had the courage to ask the Bureau of 
Reclamation to check with the Treasury 
Department and tell me what this project 
would cost. They tell me that the direct 
interest cost on this project to the Amer .. 
ican taxpayers is $254,426,000. That is 
more than this project costs. 

Mr. DINGELL. Over how many 
years? 

Mr. SAYLOR. That project is over 
69 years. 

Mr. DINGELL. How much is that per 
year? 

Mr. SAYLOR. The gentleman from 
Michigan is good at mental arithmetic, 
let him do his own figuring. These are 
the figures which were given to me by the 
Bureau of Reclamation. If they are 
wrong, the Bureau of Reclamation is 
wrong. 

Mr. HOSMER. Mr. Speaker, will the, 
gentleman yield? 
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Mr. SAYLOR. I yield to the gentle
man from California. 

Mr. HOSMER. Perhaps I can answer, 
in part, the other gentleman's question. 
The Bureau of the Budget itself states 
that the interest during the first 50 years 
alone on the portion of the $172 million 
allocated to irrigation amounts to a mil
lion and a half dollars a year; so over 
a period of 50 years that would be $75 
million, $5 per year per acre on the irri
gation project alone. 

Mr. SAYLOR. Mr. Speaker, I would 
like to tell the Members of the House 
that the figures I am about to quote are 
not mine; they come from the gentle
man from Colorado [Mr. AsPINALL] who 
appeared before the Rules Committee 
and testified in favor of this bill. You 
have heard that this bill involves the 
Colorado River compact. The Colorado 
compact says that the first allocation of 
water shall go to the lower basin in the 
amount of 7% million acre-feet a year. 
Prior even to that allocation there are 
1% million acre-feet which must go to 
Mexico under treaty. That makes a 
total of 9 million acre-feet. The :flow 
of the river, according to the figures used 
by the gentleman from Colorado [Mr. 
ASPINALL], in his appearance before the 
Rules Committee, and those are the 
figures which were given by the Bureau 
of Reclamation for the project known 
as the upper Colorado, over the past 10 
years, the average :flow of the Colorado 
River, has been slightly in excess of 10 
million acre-feet. 

The State of Colorado did not believe 
that those figures were correct. So the 
State of Colorado through its legislature 
hired an independent group of engineers 
to go out and make the survey. When 
the survey came back, they said that is 
correct; there is no water for this project. 

If this project goes through, you are in 
this foolish position. You are putting 
the water from a 7,000-foot elevation in 
an open ditch. Now, it was testified that 
during a large part of the year this will 
be frozen over, and in the spring, when 
you would expect this open ditch to carry 
the water, it will be unable to do so. 
Why? Because it will be frozen in that 
period of the year in the high moun
tains which have been talked about here. 
You could not expect this :flow. This is 
the Rube Goldberg of the Rockies. This 
is a situation where you are going to try 
and put water through a tunnel from 
the east to the west and then this com
mittee is asked to do this astounding 
thing, to charge off almost $23 million to 
tlood control on the eastern shore. 

Mr. STRINGFELLOW. Mr. Speaker, 
will the gentleman yield? 

Mr. SAYLOR. I yield to the gentle
man from Utah. 

Mr. STRINGFELLOW. Is this the 
gentleman's opinion, or is this the opin
ion of the engineers of the Bureau of 
Reclamation. 

Mr. SAYLOR. This is the opinion of 
some of the engineers of the Bureau of 
Reclamation. I might say to the gen
tleman from Utah, he is familiar with 
the Rockies, and he knows the weather 
they have out there, .and I say that any
one who has any commonsense knows 
that when you get to 7,000 feet elevation 

you have cold weather and the great 
snows which they ·talk about out there, 
that you will have this open canal or 
ditch frozen over. I might point out 
to the gentleman that they started with 
this same proposition of open ditches 
when they talked about the Colorado
Big Thompson at an initial estimated 
cost of about $25 million. Now, we have 
just about completed the Colorado-Big 
Thompson, instead of the $25 million 
which they said it was going to cost in 
the initial authorization, it will cost about 
$150 million. This project, I respectfully 
urge, is not only as improbable; it is in
feasible. And, I say to you, pointing 
out what has already been pointed out, 
that the Bureau of the Budget has not 
approved this project. I therefore urge 
the House to defeat this rule and · allow 
this project "The Rube Goldberg of the 
Rockies" to go back to the Interior and 
Insular Affairs Committee. 

Mr. ELLSWORTH. Mr. Speaker, I 
yield the remaining time to the gentle
man from Nebraska [Mr. MILLER], 
chairman of the Committee on Interior 
and Insular Affairs. 

Mr. MILLER of Nebraska. Mr. Speak
er, I hope we can bring this legislation 
into focus. We have heard a lot of words 
spoken here by people, some of whom 
know quite a little about the project and 
some who attended the hearings less 
than 10 percent of the time. I am sure 
had they been present when the hear
ings were being held, they would not 
come here on the floor of the House and 
make the statements that they made. I 
only wish it were possible for the gentle
man who is the ranking member of the 
Subcommittee on Rules to see the Rocky 
Mountains and see the water that is pro
duced in that area and the production 
that can come from that water when 
put upon good soil. This project has 
been gone over very carefully by the en
gineers. It has their approval. 

The gentleman who preceded me 
speaks about $500 million interest on a 
$75 million project allocated to irriga
tion, or approximately $75 million to ir
rigate 322,000 acres of land. That, in 
my book, is about $234 an acre. Anyway, 
these folks have agreed to pay that back. 
Reclamation calls for no interest. 

You know, my friends, it is time to stop 
talking about how much these projects 
cost. It is time to talk about how much 
new wealth they can produce because we 
have irrigation projects. Let me ask the 
gentleman from California who spoke so 
bitterly against the project, represent
ing, I presume, the Central Valley of Cal
ifornia, What would that area be without 
water upon the soil? It has produced 
a return to the Treasury many, many 
times the cost of the project because we 
have had that fine irrigation in the Cen
tral Valley of California. Yes, we ap
propriated just the other day over $900 
million for flood control. It pays no in
terest and no return to the Treasury. 
Someone spoke about the Hoover Com
mission being against this project. That 
is not so. We pass on flood-control 
projects, and we pass them without any 
study being made by the Hoover Com
mission. There has been over $10 billion 
autl:)orized for flood control and that 

pays back not one penny. It is four 
times the amount earmarked for recla
mation. Irrigation projects pay back 
all funds. 

Mr. DINGELL. Would the gentleman 
permit the observation that a lot of Cali
fornians would be willing to vote $900 
million to pipe that water to California. 

Mr. MILLER of Nebraska. Bless their 
hearts; I am for them in California. 

Mr. DINGELL. So am I. 
Mr. MILLER of Nebraska. In the bill 

the House passed the other day there 
was $187 mill1on for Los Angeles County. 
If you want to follow the gentleman's 
formula of adding the interest for a hun
dred years, that amounts to $4 billion 
of interest; but I am not going to do that; 
I do not think it is fair to do it that way. 
I think that is the formula they were 
using here, not taking into account at all 
the new wealth that will be produced. 

Let me say that water out in the West 
is the lifeblood of many communities. 
Because of water, or lack of water, com
munities live or die. In this instance, 
the Fryingpan-Arkansas project, the 
water belongs to the great State of Colo
rado, so divided by compact, and they 
ought to have the right to divide that 
water as they see fit. 

The gentleman from Virginia [Mr. 
SMITH] talks about a hole through the 
mountains. May I say to Mr. SMITH 
that he ought to come out to Colorado. 
They do not call them holes in the moun
tains out there, to transport water. I 
am sorry that the gentleman does not 
know that. They call them something 
else. Colorado decided to do that. 
That is the way they wanted to do it. 
That was decided at the State level. It 
is their own water and that is the way 
they wanted it. 

Mr. SMITH of Virginia. If the gen
tleman will yield. may I ask him if it 
is not a hole in the mountains, will he 
please tell the House what it is? I do 
not know what it is. 

Mr. MILLER of Nebraska. I think the 
gentleman had better come out there 
and see that great area. 

Mr. SMITH of Virginia. Is it not a 
hole in the mountain? 

Mr. MILLER of Nebraska. I say to 
you, Mr. Speaker, we may well run out 
of water in this country before we run 
out of oil or gasoline. The President 
recognized that when he appointed a 
Cabinet group composed of the Secre
tary of the Interior. the Secretary of 
Agriculture, and the head of the Corps of 
Engineers to start the process of holding 
water and keeping water where it falls. 
The greatest waste in this country is 
permitting water to run into the ocean 
before it is used. On the east slope ·of 
Colorado, in this Pueblo area, crops can
not be produced unless they get water. 
This project is designed to give water to 
these folks. l'he new wealth produced 
means much to a growing dynamic 
country. 

Mr. Speaker, do the Members know 
how much money was spent in the great 
State of Pennsylvania for :flood con
trol? And they pay back not 1 penny, 
not even the interest on the money. 
The only thing in this bill on which we 
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do not pay interest is the irrigation phase 
of it, and that is under the Colbran 
formula of the irrigation law, which 
provides an honest way of computing 
interest: That is the way that money 
will be paid back. 

I urge the Members of the House to 
approve the rule and let us have 2 hours 
of discussion on the bill. I am sure we 
will be able to convince the folks from 
the East that this project in the West is 
deserving of their support. 

Let me remind you the use of water 
has doubled twice in the last 20 years. 
We should store and use the water wisely. 

The population of the west has dou
bled since I went to Kimball, Nebr., to 
practice medicine in 1919. The popu
lation will double again in 40 years. Mr. 
Speaker, you do not argue with a hungry 
person-he wants no prayers-just food 
in his stomach. The project is a part of 
growing America. Future generations 
will bless us if we wisely provide for 
their future. This Congress, as cus
todian of our resources, should join and 
assist every feasible project to become a 
reality. 

The SPEAKER. The time of the gen
tleman has expired. All time has ex
pired. 

Mr. ELLSWORTH. Mr. Speaker, I 
move the previous question. 

The previous question was ordered. 
The SPEAKER. The question is on 

the adoption of the resolution. 
The question was taken; and on a di

vision <demanded by Mr. SMITH of Vir
ginia) there were -ayes 83, noes 74. 

Mr. SMITH of Virginia. Mr. Speaker, 
I object to the vote on the ground that a 
quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER. The Chair will count. 
[After counting.] Two hundred and 
five Members are present, not a quorum. 

The Doorkeeper will close the doorfi, 
the Sergeant at Arms will notify absent 
Members, and the Clerk will call the roll. 

The question was taken; and there 
weFe-yeas 188, nays 195, not voting 49. 
as follows: 

[Roll No. 124) 

YEAS--188 
Adair Byrnes, Wis. 
Addonizio Canfield 
Allen, Ill. Carlyle 
Andersen, Carnahan 

H. Carl Cederberg 
Andresen, Celler 

August H. Chenoweth 
Arends Church 
Aspinall Clevenger 
Ayres Cole, Mo. 
Baker Coon 
Bates Cretella 
Beamer Crosser 
Becker Crumpacker 
Bender Cunningham 
Bennett, Mich. Curtis, Mo. 
Bentley Davis, Wis. 
Berry Dawson, Utah 
Betts Deane 
Bishop Dempsey 
Boland D'Ewart 
Bolling Dingell 
Bolton, Dodd 

Oliver P. Dolliver 
Bow Dondero 
Boykin Dorn, N.Y. 
Brown, Ga. Ellsworth 
Brown, Ohio Engle 
Brownson Evins 
Broyhill Fernandez 
Budge Fino 
Burdick Ford 

C-783 

Frelinghuysen 
-Gathings 
George 
Golden 
Gross 
Gubser 
Gwinn 
Hagen, Minn. 
Halleck 
Harden 
Hart 
Harvey 
Hays, Ark. 
Hess 
Hill 
Hillelson 
Hotfman, Dl. 
Hotfman, Mich. 
Holmes 
Hope 
Horan 
Howell 
Hruska 
Hunter 
Hyde 
Javits 
Jenkins 
Jensen 
Johnson, Calif. 
Johnson, Wis. 
Jonas, m. 
Judd 

Karsten, Mo. 
Kelley, Pa. 
Keogh 
Kersten, Wis. 
Kilday 
Klein 
Knox 
Krueger 
Laird 
Landrum 
Lanham 
Latham 
LeCompte 
Lovre 
McCarthy 
McConnell 
McCulloch 
McGregor 
Mcintire 
Mack, Wash. 
Mahon 
Marshall 
Martin, Iowa 
Meader 
Merrow 
Metcalf 
Miller, Calif. 
Miller, Md. 
Miller-. Nebr. 
Miller, N.Y. 
Morano 
Moss 

Abbitt 
Abernethy 
Albert 
Alexander 
Allen, Calif. 
Andrews 
Ashmore 
Auchincloss 
Bailey 
Barden 
Battle 
Belcher 
Bennett, Fla. 
Blatnik 
Boggs 
Bonin 
Bonner 
Bosch 
Bowler 
Bramblett 
Bray 
Brooks, Tex. 
Buchanan 
Burleson 
Busbey 
Bush 
Byrd 
Byrne,Pa . . 
Campbell 
Cannon 
Carrigg 
Chelf 
Chudoff 
Cole, N.Y. 
Colmer 
Condon 
Cooley 
Cooper 
Corbett 
Coudert 
Curtis, Mass. 
Dague 
Davis, Ga. 
Delaney 
Devereux 
Dies 
Dolliver 
Donohue 
Donovan 
Dorn, S.C. 
Dowdy 
Doyle 
Durham 
Eberharter 
Edmondson 
Elliott 
Fallon 
Feighan 
Fenton 
Fine 
Fisher 
Fogarty 
Forand 
Forrester 
Fountain 

Angell 
Barrett 
Bentsen 

Multer 
Nelson 
Nicholson 
Norblad 
Oakman 
O'Hara, Minn. 
O'Konski 
Osmers 
Ostertag 
Patterson 
Pelly 
Pfost 
Potf 
Price 
Prout? 
Radwan 
Reams 
Reece, Tenn. 
Reed, Ill. 
Rees, Kans. 
Rhodes, Ariz. 
Richards 
Riehlman 
Rivers 
Roberts 
Robsion, Ky. 
Rodino 
Rogers, Colo. 
Rogers, Mass. 
Sadlak 
Schenck 
Scott 
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Shafer 
Sheehan 
Sieminski 
Simpson, Til. 
Smith, Kans. 
Smith, Wis. 
Springer 
Stringfellow 
Sullivan 
Talle 
Taylor 
Thompson, 

Mich. 
Thompson, Tex. 
Tollefson 
Trimble 
Van Pelt 
Velde 
Vorys 
Vursell 
Wampler 
Westland 
Wickersham 
Wid nail 
Williams, N.J. 
Wilson, Ind. 
Withrow 
Wolcott 
Wolverton 
Young 
Younger 
Zablocki 

Frazier Natcher 
Friedel Neal 
Fulton Norrell 
Gamble O 'Brien, Ill. 
Garmatz O'Brien, N.Y. 
Gary O'Hara, lll. 
Gavin O'Neill 
Gentry Passman 
Goodwin Patman 
Gordon Patten 
Graham Philbin 
Granahan Phillips 
Grant Pilcher 
Hagen, Calif. Pillion 
Hale Poage 
Haley Polk 
Hand Preston 
Hardy Rabaut 
Harrison. Va. Rains 
Hays, Ohio Ray 
Herlong Rayburn 
Heselton Reed, N.Y. 
Hiestand Rhodes, Pa. 
Billings Riley 
Hinshaw Robeson, Va. 
Holifield Rogers, Fla. 
Holt Rogers, Tex. 
Holtzman Rooney 
Hosmer St. George 
Ikard Saylor 
Jackson Scherer 
James Scudder 
Jarman Seely-Brown 
Jonas, N. C. Selden 
Jones, Ala. Shelley 
Jones, Mo. Sheppard 
Jones, N.C. Shuford 
Kean Sikes 
Keating Smith, Miss. 
Kee Smith, Va. 
Kelly, N.Y. Spence 
King, Calif. Staggers 
King, Pa. Stautfer 
Kirwan Steed 
Kluczynskl Taber 
Lane Thomas 
Lanta1f Thornberry 
Lesinski Tuck 
Lipscomb Utt 
McCormack Van Zandt 
McDonough Wainwright 
McMillan Walter 
McVey Warburton 
Mack, Ill. Watts 
Madden Wharton 
Magnuson Whitten 
Mason Wier 
Matthews Wigglesworth 
Merrill Williams, Miss. 
Miller, Kans. Williams, N.Y. 
Mills Wilson, Calif. 
Mollohan Wilson, Tex. 
Morgan Winstead 
Moulder Yates 
Mumma Yorty 

NOT VOTING-49 
Bolton, 

Prances P. 
Brooks, La. 

Buckley 
Chatham 
Chiperfield 

Clardy Kearns-
Cotton Kilburn 
curtis, Nebr. Long 
Davis, Tenn. Lucas 
Dawson, Ill. Lyle 
Derounian Machrowicz 
Green Mailliard 
Gregory Morrison 
Harris Murray 
Harrison, Nebr. O'Brien, Mich. 
Harrison, Wyo. Perkins 
H~bert Powell 
Hoeven Priest 
Kearney Regan 

Roosevelt 
Scrivner 
Secrest 
Short 
Simpson, Pa. 
Small 
Sutton 
Teague 
Thompson, La. 
Vinson 
Weichel 
Wheeler 
Willis 

Mr. ALLEN of California changed his 
vote from "yea" to "nay." 

Mr. IKARD changed his vote from 
"yea" to "nay." 

Mr. THORNBERRY changed his vote 
from "yea" to "nay.'' 

Mr, MAHON changed his vote from 
"nay" to "yea." 

The SPEAKER. The Chair asks for a 
recapitulation of the vote. 

The Clerk will call the names of those 
voting in the affirmative. 

Mr. PATTEN. Mr. Speaker, a parlia
mentary inquiry. 

The SPEAKER. The gentleman will 
state it. 

Mr. PATTEN. What are we doing 
now? 

The SPEAKER. We are recapitulat
ing the vote to find out if the Members 
are correctly recorded. 

Mr. PATTEN. Is it true that a Mem
ber who voted "yea" can now vote "nay"? 

The SPEAKER. Yes. 
Mr. PATTEN. Then you are not re

capitulating, you are asking for a new 
vote. 

The SPEAKER. The House is in the 
process of recapitulating the vote. 

Mr. PA '!TEN. A person who voted 
"yea" before may now vote "nay.'' You 
cannot do that, Mr. Speaker. I raise a 
point of parliamentary procedure. You 
cannot do that. 

The SPEAKER. Will the gentleman 
take his seat, and we will do it in due 
order? 

Mr. PATTEN. No; I shall not take 
my seat. 

The SPEAKER. Will the gentleman 
cease for a moment? 

Mr. PATTEN. The Parliamentarian 
will tell you that is wrong. 

The SPEAKER. The Parliamentarian 
informs the Chair that Members can 
change their votes at any time before 
the Chair announces the result of the 
vote. 

Mr. PATTEN. Then t may change 
my vote at this point? 

The SPEAKER. Not until after the 
recapitulation. 

The Clerk will call the names of those 
voting "yea." 

The Clerk proceeded to call the names 
of those voting "yea." 

Mr. CLEVENGER (interrupting the 
recapitulation). Mr. Speaker, the Clerk 
passed my name. I voted in the affirma
tive about four times as loud as I could 
yell. 

The SPEAKER. The gentleman may 
make that correction at the end of the 
call of those who voted in the affirmative 

Mr. CLEVENGER. I voted in the 
affirmative. 
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The SPEAKER. Will the gentleman 

be seated and wait until the end of 
the call? 

The Clerk concluded the call of the 
names of those voting "yea." 

The SPEAKER. Are there any cor
rections to be made where any Member 
was listening and heard his name called 
as voting "yea" who did not vote "yea"? 
[After a pause.] The Chair hears none. 

Did any Member vote "yea" whose 
name was not called? 

Mr. CLEVENGER. Mr. Speaker, I 
said I voted four times in the affirma
tive. 

The SPEAKER . . The gentleman will 
be recorded as voting "yea." 

The Clerk will call the names of those 
recorded as voting "nay." 

The Clerk called the names of those 
voting "nay." 

The SPEAKER. Is there any Member 
voting "nay" who is incorrectly recorded? 
[After a pause.] The Chair hears none. 

So the resolution was rejected. 
The Clerk announced the following 

pairs: 
Mr. Angell with Mr. Chatham. 
Mr. Hoeven with Mr. O'Brien of Michigan. 
Mr. Short with Mr. Hebert. 
Mr. Weichel with Mr. Thompson of Lou-

isiana. 
Mr. Kearns with Mr. Morrison. 
Mr. Ma1lliard with Mr. Willis. 
Mr. Chiperfield with Mr. Long. 
Mr. Harrison of Wyoming with Mr. Brooks 

of Louisiana. 
Mr. Derounian with Mr. Roosevelt. 
Mr. Kearney with Mr. Buckley. 
Mr. Kilburn with Mr. Powell. 
Mr. Small with Mr. Green. 
Mrs. Frances P. Bolton with Mr. Gregory. 
Mr. Clardy with Mr. Priest. 
Mr. Curtis of Nebraska with Mr. Barrett. 
Mr. Harrison of Nebraska with Mr. Bentsen. 
Mr. Cotton with Mr. Lyle. 
Mr. Scrivner with Mr. Machrowicz. 
Mr. Simpson of Pennsylvania with Mr. 

Vinson. 

Mr. PATTEN changed his vote from 
"yea" to "nay." 

Mr. MILLER of New York changed 
his vote from "nay'' to "yea." 

Mr. OSTERTAG changed his vote 
from "nay" to "yea.'' 

Mr. SCHERER changed his vote from 
.. yea" to "nay.'' 

Mr. PILCHER changed his vote from 
••yea" to "nay.,. 

Mr. NATCHER changed his vote from 
"yea" to "nay.'' 

Mr. LESINSKI changed his vote from 
"yea" to "nay." 

Mr. SHELUEY changed his vote from 
"yea" to "nay.'' 

Mr. CONDON changed his vote from 
"yea" to "nay.'' 

Mr. CROSSER changed his vote from 
unay" to "yea.'' 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on 
the table. 

PROVIDING FOR INDEPENDENT 
MANAGEMENT OF THE EXPORT
IMPORT BANK OF WASHINGTON 
Mr: WOLCOTT. Mr. Speaker, I ask 

unanrmous consent for the immediate 
c~nsideration of the bill (8. 3589) to pro
VIde for the independent ni.anagement 

of the Export-Impo;-t Bank of Washing
ton under a board of directors, to provide 
for the representation of the bank on 
the National Advisory Council on Inter
national Monetary and Financial Prob
lems and to increase the bank's lending 
authority. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the request of the gentleman from Mich
igan? 

There being no objection, the Clerk 
read the bill, as follows: 

Be it enact ed, etc., That section 3 of the 
Export-Import Bank Act of 1945, as amended, 
is hereby further amended to read as follows: 

"SEc. 3. (a) The Export-Import Bank of 
Washington shall constitute an independent 
agency of the United States and neither the 
bank nor any of its functions, powers, or 
duties shall be transferred to or consolidated 
with any other department, agency, or cor
poration of the Government unless the Con
gress shall otherwise by law provide. 

"(b) There shall be a president of the 
Export-Import Bank of Washington, who 
shall be appointed by the President of the 
United States by and with the advice and 
consent of the Senate, who shall receive a 
salary at the rate of $17,500 per annum, and 
who shall serve as chief executive officer of 
the bank. There shall be a first vice presi
dent of the bank, who shall be appointed by 
the President of the United States by and 
with the advice and consent of the Senate, 
who shall receive a salary at the rate of 
$16,000 per annum, who shall serve as presi
dent of the bank during the absence or dis
ability of or in the event of a vacancy in the 
office of president of the bank, and who shall 
at other times perform such functions as the 
president of the bank may from time to time 
pr~scribe. 

" (c) There shall be a board of directors of 
the bank consisting of the president of the 
Export-Import Bank of Washington who 
shall serve as chairman, the first vice presi
dent who shall serve as vice chairman, and 
three additional persons appointed by the 
President of the United States by and with 
the advice and consent of the Senate. Of 
the five members of the board, not more than 
three shall be members of any one political 
party. Each director, other than the presi
dent of the Export-Import Bank and the vice 
president of the Export-Import Bank, shall 
receive a salary at the rate of $15,000 per 
annum. Before entering upon his duties, 
each of the directors shall take an oath 
faithfully to discharge the duties of his office. 
Terms of the directors shall be at the pleas
ure of the President of the United States, and 
the directors, in addition to their duties as 
members of the board, shall perform such 
additional duties and may hold such other 
offices in the administration of the bank as 
the president of the bank may from time 
to time prescribe. A majority of the Board 
of Directors shall constitute a quorum. The 
Board of Directors shall adopt, and may from 
time to time amend, such bylaws as are 
necessary for the proper management and 
functioning of the bank, and shall, in such 
bylaws, designate the vice presidents and 
other officers of the bank and prescribe their 
duties. 

"(d) There shall be an advisory committee 
of nine members, appointed by the Board of 
Directors on the recommendation of the 
president of the bank, who shall be broadly 
representative of production, commerce, fi
nance, agriculture and labor. The advisory 
committee shall meet one or more times per 
year, on the call of the president of the bank, 
to advise with the bank on its program. 
Members of the advisory committee shall be 
paid a per diem allowance of $50 for each 
day spent away from their homes or regular 

places of business, for the purpose of at
tendance at meetings of the committee, and 
in necessary travel, and while so engaged 
they may be paid actual travel expenses and 
not to exceed $10 per diem in lieu of sub
sistence and other expenses. 

"(e) No director, officer, attorney, agent, 
or employee of the bank shall in any man
ner, directly or indirectly, participate in the 
deliberation upon or the determination of 
any question affecting his personal interests, 
or the interests of any corporation, partner
ship, or association in which he is directly 
or indirectly personally interested." 

SEc. 2. Section 4 (a) of the Bretton Woods 
Agreements Act, as amended, is hereby fur- · 
ther amended hy striking out all following 
"Federal Reserve System," and inserting in 
lieu thereof "the president of the Export
Import Bank of Washington, and during such 
period as the Foreign Operations Adminis
tration shall continue to exist, the Director 
of the Foreign Operations Administration." 

SEc. 3. The Export-Import Bank Act o! 
1945, as amended, is hereby further amended 
as follows: · 

(a) Section 6 is amended by striking out 
the words "three and one-half times the 
authorized capital stock of the bank" and 
substituting therefor the figure "$4,000,-
000!000." 

(b) Section 7 is amended by striking out 
the words "four and one-half times the 
authorized capital stock of the bank" and 
substituting therefor the figure $5,000,-
000,000." 

SEc. 4. The provisions of this act for the 
appointment of a president and a first vice 
president of the bank and the members of 
the board of directors shall be effective upon 
its enactment. The remaining provisions of 
this act shall become effective when the 
president and first Yice president of the bank 
and one other member of the board of direc
tors initially appointed hereunder enter 
upon office, and shall thereupon supersede 
Reorganization Plan No. 5 of 1953. 

The bill was ordered to be read a third 
time, was read the third time, and passed, 
and a motion to reconsider was laid on 
the table. 

Mr. MULTER. Mr. Speaker, I ask 
unanimous consent to extend my re
marks at this point in the RECORD. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

There was no objection. 
Mr. MULTER. Mr. Speaker, the Ex· 

port-Import Bank was incorporated by 
the Congress under the Export-Import 
Act of 1945 as an independent agency 
of Government to provide financing to 
facilitate imports and the exchange of 
commerce between our country and for
eign countries and nationals, without, 
however, competing with private capital 
or private banks. 

Until the advent of the Eisenhower 
Republican administration of the bank 
operated as an independent agency of 
Government under the management of 
a board of directors and with represen
tation on the National Advisory Council. 

On April 30, 1953, President Eisen
hower sent to the Congress Reorgani
zation Plan No. 5. By that plan he 
destroyed the independence of the Ex
port-Iinport Bank. He abolished its 
board of directors, placed it under the 
management of a single person and 
deprived the bank of its representation 
on the National Advisory Council and 
placed the control of the policy of the 
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bank in the Treasury Department.- The 
plan became effectiv3 60 days later, to 
wit, May 31, 1953. 

In one fell swoop the President not 
only subordinated the bank to the Treas
ury Department, but at the same time, 
got rid of the bank managers appointed 
by prior administrations and supplanted 
them with his own appointees. 

Less than 14 months later, the Con
gress goes through the pretense of again 
giving independence to the Export-Im
port Bank. This bill which we are now 
passing again creates a board of direc
tors instead of a single director. Again 
it gives the bank representation on the 
National Advisory Council and of course, 
says again that it shall be an independ
ent agency. 

Of course, the President will appoint 
the new directors. The degree of inde
-pendence these new directors will -dare 
to show will best be judged by the fact 
that their terms of office "shall be at the 
pleasure of the President." 

If there is any publicity attendant 
upoil the enactment of this bill, it un
doubtedly will stress that this is to be an 
independent agency. I doubt whether 
the American public will be so gullible 
as to believe in that kind of independ
ence. Their independence will be 
marked by their subservience to the 
President and his Secretary of Treasury. 

This bill is further evidence that this 
administration is the greatest expert in 
double talk yet produced on the Ameri
can scene. 

INCREASE BORROWING POWER OF 
COMMODITY CREDIT CORPORA
TION 
Mr. WOLCOTr. Mr. Speaker, I ask 

·unanimous consent for the immediate 
consideration of the bill <H. R. 9756) to 
increase the borrowing power of Com
modity Credit Corporation. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection to 

the request of the gentleman from 
Michigan? 

Mr. PATMAN. Mr. Speaker, reserv
ing the right to object, I hope the gentle
man will not insist on taking up the bill 
without allowing some discussion, and I 
hope he will do it under an arrangement 
whereby we will have some time to dis-

, cuss the bill. 
The SPEAKER. The Chair may say 

that there can be discussion under the 
5-minute rule. 

Mr. PATMAN. Mr. Speaker, I was 
hoping that we would have some pre

. liminary discussion. I would like to 
have 10 minutes to speak on the bill in 
preliminary discussion. I hope that is 

· not asking too much. 
Mr. MULTER. Mr. Speaker, I would 

make a similar request. 
Mr. WOLCOTr. Mr. Speaker, I move 

that the House resolve itself into the 
Committee of the Whole House on the 
State of the Union for the consideration 

. of the bill <H. R: 9756) to increase the 
borrowing power of Commodity Credit 
Corporation. 

The motion was agreed to. 

· Accordingly ·the House resolved itself 
into the Committee of the Whole House 
on the State of the Union for the con
sideration of the bill H. R. 9756, with 
Mr. SADLAK in the chair. 

The Clerk read the title of the bill. 
By unanimous consent, the first read

ing of the bill was dispensed with. 
Mr. WOLCOTr. Mr. Chairman, this 

bill increases the borrowing authority of 
the Commodity Credit Corporation from 
$8.5 billion to $10 billion. It is to effec
tuate the farm price-support program. 
A statement was made, I believe during 
general debate on the agricultural bill, 
that if the President's farm program was 
finally adopted in substance, then it 

-.. would not be necessary to have any fur
ther authorization of the authority of 
the borrowing power of the Commodity 
-credit Corporation. 

This bill, however, is to insure that for 
the balance of the year or until we get 
back here next year, anyway, that there 
is going to be ample authority to carry 
out the farm support-price program. 

Now, the testimony bore out the fact 
in justification of this increase that 
prices of farm products, which had held 
relatively stable for 16 months within a 
range of 15 points, declined sharply from 
May to June of this year. A seasonal 
decline was expected, but was more than 
anticipated. Relatively stable farm 
prices are expected for the rest of the 
year; that the decline in exports of farm 
products appears to have. been checked, 
and some increase over exports last year 

. has occurred. 
Another big crop is in prospect. Most 

of the wheat and other small-grain crops 
have either been harvested or are far 
enough advanced to be certain of good 
yields. A big hay crop has largely been 
harvested. 

Reductions in cotton, corn, and wheat 
allotments did not cause any appreci
able diversion of acreage out of crops. 
The total crop acreage planted in 99.7 
percent of that for 1953 and the esti
mated acreage to be harvested is 100.3 
percent of that for 1953. 

There has not yet been developed a 
practical plan for disposing ·of butter, 
cheese, and dried nonfat milk without 
involving · large costs and losses. The 
present outlet for died milk will not be 
available beyond this summer because of 
possible serious interference with other 
protein feed markets. 

Larger percentages of the 1953 crops of 
several major commodities were placed 
under price support than expected. In 
several instances the percentage was 
higher than ever before. 

A larger proportion of the commodities 
placed under price support was acquired 
in most instances than in past years. 
This situation reflects the fact that as 
supplies build up, more of the total pro
duction goes into the price-support pro
gram, less redemptions are made, and 
more commodities are · acquired by the 
Commodity Credit Corporation. At the 
same time, domestic sales of inventories 
held by the Commodity Credit Corpora
tion decline. 

The Corporation will begin the 1954 
crop operations with $846 million less 

availabl0 borrowing power than was esti
mated when we increased the authority 
to $8.5 billion. It is in order that there 
will be no interruptions in the farm sup
port program and because we want posi
tive assurance that this program will be 
continued that the committee has re
ported out this bill and asks for its favor
able consideration here on the floor. 

Mr. Chairman, I know of no further 
requests for time. 

Mr. SPENCE. Mr. Chairman, I yield 
10 minutes to the gentleman from Texas 
[Mr. PATMAN]. 

RESTRICT INTEREST RATE 

Mr. PATMAN. Mr. Chairman, I do 
not know of any opposition to the bill. 
I have an amendment that I would like 
considered restricting the amount of in
terest that may be paid. The Com
modity Credit Corporation has always 
borrowed its money from the Treasury 
as provided by law. About $4 billion has 
been borrowed from the Treasury. The 
Treasury borrows the money and then 
makes a loan to the Commodity Credit 
Corporation. In the last year and a half 
about $1.5 billion has been borrowed by 
the Commodity Credit Corporation 
through a method known as certificates . 
of interest. In other words, the banks 
would subscribe to a certain interest in 
the loan. I am not objecting to that 
particularly, provided that an excessive 
rate of interest is not paid. 

CCC CERTIFICATES OF INTEREST 

One reason the administration has 
asked for an increase in the borrowing 
authority of the Commodity Credit Cor
poration is the costliness of its practice, 
begun last year, of issuing certificates of 
interest to bankers in the price-support 
loans on farm commodities. 

A July 14, 1954, press release from the 
Department of Agriculture states that 
a total of about $1.9 billion worth of 
these certificates were issued-consider
ably more than the Department set out 
to issue--bearing interest at rates rang
ing from 2% percent to 2% percent per 
annum. 

CCC ·had previously borrowed money 
from the Treasury for this purpose, the 
last few borrowings being at the rate of 
2 percent. Thus the use of certificates 
of interest to circumvent Treasury bor
rowings-and avoid piercing the United 
States debt ceiling-has cost the Gov
ernment, and the taxpayers, from 
$2,375,000 to $9,500,000 more than it 
should have, on an annual · basis. This 
is the difference between rates of 2 per
cent and 2% percent at the lower end 
of the range, and the difference between 
2 percent and 2 v~ percent at the upper 
end of. the range. An exact figure could 
be obtained from a breakdown of the 
certificates, but it is quite obvious that 
the additional costs run well over $5 mil
lion a year. 

Bankers who bought the certificates 
made even more money on their trans
actions, if one compares the interest 
rates with the rate of 1% percent or less 
which the Treasury was paying for call 
"llloney when the certificates of interest 
were first issued. On that basis, the 
excess would run from $11,875,000 ·up to 
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$19 million. Incidentally, the certifi
cates were oversubscribed by more than 
$4 billion. 

It is also proper to compare the cost of 
the certificates to taxpayers with the 
Treasury's issue a few days ago of tax
anticipation certificates totaling $3.5 
billion which were oversubscribed 3 to 1. 
The interest rate on these was 1 percent. 
Since their maturities are comparable 
to the CCC certificates, one can put them 
beside each other fairly. At the 1 per
cent rate, CCC could have issued them 
for $21,375,000 to $28,500,000 less than 
it did. 

The importance of learning the addi
tional cost of this financing device is 
increased by the July 14, 1954, an
nouncement of the Department of Agri
culture that-

It is expected that CCC will again issue 
certificates of interest in pools of price-sup
port loans later in the year. 

I have an amendment providing that 
the Corporation shall not issue any obli
gations other than to the Secretary of 
the Treasury at a rate of interest in ex
cess of one and a quarter times the rate 
of interest or comparable cost paid to 

· the Treasury of the United States on 
the most recent obligations of the United 
States of comparable maturity, except 
that the provisions of this proviso shall 
not apply to lending agency agreements 
applicable to loans under a commodity 
loan program. 

In other words, this will not affect 
the commodity loan program, but the 
amendment will provide that the Com
modity Credit Corporation may not pay 
in excess of 25 percent of the rate at 
which the Treasury is borrowing money 
and letting the Commodity Credit Cor
poration have it. It occurs to me that 
25 percent is sutncient for private enter
prise. 

There has been a lot of talk here 
about giving private .enterprise an ad
vantage. This gives the private banks 
an advantage but they may not charge 
the Commodity Credit Corporation in 
excess of 25 percent. 

Boiling it down to actual figures, the 
Treasury can borrow this money now for 
1 percent. Under my amendment the 
Commodity Credit Corporation may bor· 
row the money from the banks or in
surance companies or any other private 
lenders and pay as much as 1% percent. 
That would be all right under this 
amendment, but more than that could 
not be paid. It provides they shall not 
be allowed to pay more than one-quar
ter percent. If they can get it from 
the Treasury for 1 percent and the 
Treasury can get it for 1 percent, why 
allow them to pay more than 1% per
cent? That is all in the world this 
amendment does. It occurs to me it is 
so reasonable and right that the chair
man of the committee and the commit
tee should accept it. I hope they will. 

This brings up the national debt 
limit. About a year ago, a little better, 
the question of the national debt limit 
came up, to increase it from $275 bil
lion to $290 billion. At that time I voted 
against it because the banks had $8 or 
$9 billion in the banks that was idle 

and unused. I wanted to compel them 
to use that idle money. Much of it had 
been borrowed, and the Government was 
actually paying 2, and 3¥4 percent on 
some of it. I wanted to compel the Gov· 
ernment to use that money first. 

The House passed a bill to raise the 
debt limit and it went to the other body. 
The other body did not pass it, and it has 
not been increased yet. The banks hav
ing this idle and unused money of course 
have been called on, and the Government 
has used a part of it. But right today 
we have more than $4 billion in the 
banks that is idle and unused and upon 
which the Treasury is receiving no inter-
est whatsoever. · 

The national debt limit should be.
raised if Congress appropriates so much 
money that the appropriations cannot 
be expended without the debt being 
raised. I think Congress would be guilty 
of intellectual dishonesty to vote for ap
propriations that increased the amount 
that is legally allowed, and then not 
vote to increase the national debt limit 
to take care of it. I am perfectly willing 
to raise the national debt limit if abso· 
lutely necessary. -

Mr. MARSHALL. Mr. Chairman, will 
the gentleman yield? 

Mr. PATMAN. I yield to the gentle
man from Minnesota. 

Mr. MARSHALL. The gentleman is 
bringing up a very important point, be
cause certainly there was some unusual 
financing that took place in financing 
some of the operations of the Commodity 
Credit Corporation. Does the gentleman 
have the latest figure as to how much 
additional that cost the taxpayers of 
this country? 

Mr. PATMAN. Yes; I have on one is .. 
sue. It has cost the taxpayers $20,500,· 
000 extra. Looking at it strictly from 
the standpoint of the banks, and I do 
not think the banks are selfish to the 
extent that they would want to keep the 
debt limit what it is now so as to compel 
the Government to go outside, in cases 
like the Commodity Credit Corporation, 
and pay a higher rate of interest to the 
banks-! am not charging them with 
that, but if we do not raise the debt limit, 
if it is absolutely necessary, we are plac
ing the Government in a position where 
the Government is compelled to pay a. 
much higher rate of interest. 

Mr. MARSHALL. The gentleman's 
amendment has a great deal of merit, 
because it would put the Government in 
the position of keeping their interest 
rates somewhat uniform. The gentle
man may recall that last December there 
was some great telescoping of rates to 
the Commodity Credit Corporation pa
per over and above what the Treasury 
paper was bringing on the market. 

Mr. PATMAN. That is right. 
Mr. MARSHALL. I wish to commend 

the gentleman for putting this limita
tion in. I believe that would save the 
temptation, at least. 

Mr. PATMAN. It will help the farm
ers, too, because if you let them pay twice 
as much for interest as the Government 
can actually get the money from the 
same lenders for, you are placing an un
due burden on the farmers, because it 
is placed right on the farmer. This 

places a limitation there that you can
not charge more than 25 percent in ex
cess of what the Treasury can borrow it 
for from the same lenders. I do not see 
how anybody can oppose it. Last year, 
the gentleman from Indiana [Mr. HAL
LECK], the distinguished majority leader, 
and I desire to commend him for being 
a very fine and excellent majority leader 
because he is making a wonderful rec
ord and I know the House is proud of 
him, made a statement about the na
tional debt limit. I want to read that 
statement to you. It was made not last 
year, but January 27 of this year. The 
distinguished majority leader stated: 

Now because of failure to increase the 
debt limit and to realistically meet our sit
uation, the Treasury has had to do in many 
instances what they indicated they would 
have to do, and it was not good business in 
order to avoid going over the debt limit and 
creating chaos in this country. One of the 
things they did was to go back to an earlier 
procedure of the Commodity Credit Cor
poration and say to the Commodity Credit 
Corporation. "Instead of borrowing all of 
your money from the Treasury of the United 
States where you can borrow it more cheap
ly and it can better be handled, you go out 
and borrow money from private sources." 
What effect did that have on the debt limit? 
If the money had been borrowed from the 
Treasury, the Treasury in turn would have 
had to borrow from the people and increase 
the national debt which would have shoved 
us over the limit. Now that is how simple 
the matter is. 

That is the majority leader speaking. 
We know that if you do not put a limit 
on this amount, a larger amount will be 
paid. We know that it is already being 
paid and needlessly being paid. So all 
we are asking is that the same interests 
not be allowed to collect and charge up 
to the farmers 25 percent more than you 
are daily lending the same type of money 
to the United States Treasury. So I 
hope the amendment is adopted. 

Mr. SPENCE. Mr. Chairman, I yield 
myself 11 minutes. 

Mr. Chairman, whatever our opinion 
may be as to the manner in which the 
Commodity Credit Corporation has been 
administered, I think it cannot be de· 
nied it has rendered a great service not 
only to the farming interests of our 
country but to the people generally, and 
the economy of our Nation. The farmer 
is engaged in a hazardous business. He 
is subject to the vicissitudes of the 
weather. He is subject to loss caused by 
pests and plant diseases. He does not 
know when he plants what he will reap 
or the quality of his product. Because 
he is engaged in this hazardous business, 
it is necessary to give him some assur
ance of what return he may receive. 
The Commodity Credit Corporation is 
the means of securing that result. I 
think it has rendered a service that can
not be overestimated. It has been a. 
means of assuring the farmer he can 
make a living. It has been a means of 
keeping him on the farm in order that 
he may produce, not only for himself but 
for all our people. Certainly the city 
people ought to have no prejudice 
against this Corporation, because if you 
do not keep the farmer on the farm the 
people of the city are not going to be 
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fed. People who have jobs in the city 
will be in constant peril of losing tt_em 
because the farmer will leave his farm 
and go to the city. I cannot see why 
there should be any opposition to the· 
Commodity Credit Corporation by the 
people of the cities. The Commodity 
Credit Corporation, on the basic non
perishable crops, has lost comparatively 
little. It has maintained a stable price. 
It has given the farmer the assurance 
of what he will receive. Certainly that 
is just as essential to the people of the 
city as it is to the farmer. The farmer 
and the man in the city have no di
versity of interest. If the city man is not 
prosperous he cannot pay the price for 
the farmer's product which he should 
receive. Unemployment in industry de
stroys the farmer's market. So pros
perity either covers the Nation like . a 
blanket or we have none at all. There 
is no spotty prosperity. 

Mr. McCORMACK. Mr. Chairman, 
will the gentleman yield? 

Mr. SPENCE. I yield. 
Mr. McCORMACK. I have always 

thought that an important considera
tion, at least in my mind, in passing 
upon farm legislation-and I do not have 
a farm in my district-is the importance 
of agriculture, not only as an economic 
segment of our American society but 
also an important element in our na
tional defense that has been overlooked; 
but the additional fact that the farmer 
buys in a protected market and when 

. there is a surplus he has to sell it in a 
free market, the world market. I find 
it difficult to reconcile in my mind the 
votes that I see made by men from 
strictly agricultural districts, when that 
important factor must be known by 
them, as well as by myself, that they 
are buying in a protected market and 
sellipg their surpluses on a free market. 

Mr. SPENCE. What the gentleman 
from Massachusetts says is true. Farm
ing is the basic industry of the United 
States. Without it we could not live. 
We want it to be prosperous. I am 
always surprised to see the prejudicial 
attitude sometimes taken by city people 
toward the farmer. My district is half 
agricultural and half industrial. Part 
of my district is highly industrialized 
and highly unionized. Part of my dis
trict is entirely agricultural. I hope 
there will never be any feeling between 
the industrial part of that district and 
the farmer. I have always tried to instill 
into both that they had a common in
terest and they should work together to 
achieve a common goal-the prosperity 
and success of both. 

Mr. COOLEY. Mr. Chairman, will the 
gentleman yield? 

Mr. SPENCE. I yield. 
Mr. COOLEY. I think an effort has 

been made to lead the American people 
to believe that this $6% billion which 
has been made available to the Com
modity Credit Corporation is · a total 
loss to the American taxpayers. I want 
to ask the gentleman if it is not a fact 
that most of the money that has been 
handled by the Commodity Credit Cor
poration in these loans, if the loans are 
not secured by adequate quantities of 
food and fiber. 

Mr. SPENCE. And they have made 
money on tobacco and they have made 
money on cotton. There is no reason 
to believe · they are going to lose any 
great amount of money on any of the 
basic agricultural products. 

Mr. KING of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. SPENCE. I yield. 
Mr. KING of Pennsylvania. If the 

Government is not losing money, why 
are we here today trying to increase the 
borrowing capacity of the Commodity 
Credit Corporation by a billion dollars? 

Mr. SPENCE. I have not contended 
they do not lose some money, but on the 
basic, nonperishable commodities they 
have sustained very little loss through 
the years. Many of the losses they 
have sustained have not been the direct 
result of maintaining support prices, 
but they have been compelled by the 
mandate of Congress to perform func
tions which entailed losses-losses over 
which they had no control. 

Mr. KING of Pennsylvania. Of 
course, the consumers are very much in
terested in farm production. But can 
the gentleman explain to me how the 
consumers can be interested in having 
the Government buy $10 billion worth 
of farm produce, and holding it off the 
market, away from the consumers? 

Mr. SPENCE. This was caused by the 
necessary purchases that were required 
to be made to support the price and these 
products could. not be dumped on the 
market and they are required to be held 
to such time as they may be disposed of 
without depressing the market. 

How anyone who has the interest of 
all the people at heart can denounce the 
Commodity Credit Corporation which 
stabilized the great basic industry of 
America, I cannot see. I believe that the 
farmer ought to have a reasonable as
surance of what he shall obtain when 
he plants. That is the reason I am in 
favor of an inflexible price support be
cause I do not think the price of what 
the farmer produces should be at the 
whim or caprice or judgment of any in
dividual, even a member of the Cabinet. 

I hope this bill will be passed over
whelmingly. 

Mr. McCORMACK. Mr. Chairman, 
will the gentleman yield? 

Mr. SPENCE. I yield to the gentle
man from Massachusetts. 

Mr. McCORMACK. I am very glad to 
hear the gentleman from Kentucky, who 
is one of the finest men I have ever 
served with, whose outlook on life is so 
beautiful that it is an inspiration to all 
of us, make the remark he did a few 
minutes ago, deploring this attempt to 
divide Americans into two groups simply 
because one is a farmer and the other 
lives in the city. I may say to my friend 
that the people in the city have nothing 
but respect for the man and his wife and 
family who toil on the soil. We are all 
Americans and we are all part of the 
American society and we all contribute 
to our national economy that is of such 
interest to all of us. This tendency of 
recent months in justification for certain 
actions in violation of certain promises 
and blaming the farmers for everything 
cannot be defended, when those who 

make the claim know it is not so. They 
operate under the guise of being the 
friends of the farmers at the same time. 
I suppose they· proceed upon the theory 
that the great majority of the farmers 
vote Republican because their grand
fathers voted Republican. But I think 
the farmers are awakening now to the 
realization that this attempt to create 
two classes by some who profess to be 
friends of the farmers, and I particularly 
mention Secretary Benson, is dangerous 
because it is nothing but political bigotry 
and, in my opinion, the farmers are wak
ing up to the realization of what is going 
on. 

Mr. SPENCE. The farmer constitutes 
a great part of the middle class of our 
country. In some countries there is no 
middle class; there are only the rich and 
the squalid poor. They are the unstable 
countries where governments change 
and the liberties of the people are in
secure. The farmer is one of the most 
stable segments of our people. It is diffi
cult to mislead him and subversive in
fluences have not made gains among the 
farming people. We must continue to 
assist him and protect his interest not 
only for his sake but for the economy of 
our .common country~ 

It has been said that if you destroy the 
cities they will rise again, but if you de
stroy the farms, grass will grow in the 
city streets. 

Mr. WOLCOTT. Mr. Chairman, I 
yield 2 minutes to the gentleman from 
Missouri [Mr. CURTIS] . 

Mr. CURTIS of Missouri. Mr. Chair
man, I hope I misunderstood the re
marks of the gentleman from Massa
chusetts [Mr. McCoRMACK]. When he 
was referring to Secretary of Agriculture 
Benson, what I thought I heard him 
say was that Mr. Benson was guilty of 
hypocrisy and was deluding the farmers 
of this country and was not sincere. 
Am I correct in my understanding? 

Mr. McCORMACK. I did not use any 
of those words at all, but if the gentle
man construed it that way, I will not 
challenge the gentleman's construction. 

Mr. CURTIS of Missouri. I am try
ing to get this out in the open as to what 
the gentleman did say. 

Mr. McCORMACK. I said there are 
certain alleged friends of the farmers 
who are trying to array Americans 
against Americans, the farmer against 
the city folks, and vice versa, and I said 
that is a form of political bigotry. 

Mr. CURTIS of Missouri. Yes, and the 
gentleman particularly mentioned Mr. 
Benson. 

Mr. McCORMACK. Yes; I mentioned 
Secretary Benson's name. 

Mr. CURTIS of Missouri. I just 
wanted to get this straight. 

Mr. COOLEY. Mr. Chairman, will the 
gentleman yield? 

Mr. CURTIS of Missouri. I yield to 
the gentleman from North Carolina. 

Mr. COOLEY. I will ·say just what the 
gentleman from Massachusetts has said, 
that Mr. Benson has tried to cause a 
revolt in the cities. He is trying to turn 
the city consumers against the farmers 
of this Nation, and he is not serving well 
the interests of either the consumers or 
the producers. And I will say further 
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that he has distorted the whole picture 
in an effort to mislead the public. He 
has not been frank, fair, and forthright. 

Mr. CURTIS of Missouri. I just 
wanted to get this on the record as to 
just what your accusations were, be
cause I want to say this, whether you 
agree or disagree with Mr. Benson's 
policy, the one thing I do resent-and I 
certainly resent it-is the attack on his 
motives. I happen to think that Mr. 
Benson's theories are right and well, 
but I think there is no occasion for any 
man in this House to attack the motives 
of a fine man like Mr. Benson, and I 
personally did not want to allow this 
occasion to pass without notice, particu
larly in regard to these people who have 
been saying that they do not attack the 
character of the individuals in Govern
ment. What I thought I heard was cer
tainly character assassination. And I 
resent it. 

Mr. WOLCOTT. Mr. Chairman, I 
yield 3 minutes to the gentleman from 
New York [Mr. JAVITsl. 

Mr. JAVITS. Mr. Chairman, in all 
humility, I think it is fair to say that 
as far as I am concerned I have rather 
consistently argued against high fixed 
farm supports. I am not trying to turn 
the city against the farmer-with all due 
respect to my dear colleague from Mas
sachusetts; he has his own opinion, and 
he entertains it strongly as always-and 
I do not believe Secretary Benson is, 
either. I think the whole problem is 
this-and this has been the basis for my 
own action in this House ever since I 
have been here, long before Secretary 
Benson took over. The problem is: Shall 
the farmer alone determine what is for 
his interest in terms of a program which 
is designed to serve both interests, the 
consumer and the farmer, or shall the 
consumer participate in the decision, and 
therefore sometimes moderate it, change 
it, or have some effect on it? 

It seems to me when I first came here, 
for many of us, we assumed that what 
the Committee on Agriculture brought 
in as a farm program could just be 
passed. Well, it turned out it is not that 
simple. Like some fable, the surpluses 
just keep mounting and mounting and 
mounting. 

Here you have the amazing statement 
ln the committee report which says that 
the Commodity Credit Corporation will 
begin the 1954 crop operations with $846 
million less available borrowing power 
than estimated at the time the increase 
to $8.5 billion in this very authority was 
discussed. Then it goes on to say that, 
in addition to having $846 million less 
at the beginning of the current fiscal 
year as anticipated, they anticipate 
already that at least $900 million more 
borrowing power will be required to cover 
the operation during 1955 than antici
pated, so that, obviously, no evaluation, 
no estimate they make, is dependable, in 
view of the fact that the program is just 
running away. 

All I say is that the city people ought 
to exercise a little wise discretion here 
and see that the farmers and themselves 
do not get drowned either in commit
ments for the program or surplus com
modities. 

I call to the attention of the gentle
man who said that no money had been 
lost on the program, one fact, that there 
are several hundred million pounds of 
butter going rancid, but I believe still 
being carried at full value on the books 
of the Commodity Credit Corporation. 

One other point about this bill. I un
derstand, and it says so in the report of 
the committee, that they will have $8,-
400,000,000 in borrowing power in Janu
ary 1955, which is within their ceiling, 
but they do not believe we are going to 
get some flexibility in price supports, or 
that there is going to be any diminu
tion to this program, so they are doing 
the prudent thing for them; they are 
asking for more borrowing power in ad
vance. I think the wisdom of the Amer
ican people will bring about this modest 
change, to a very modest flexibility in 
farm price supports and that we can 
go home without giving this new author
ity. I wish to emphasize that I recognize 
the particular problems of the farmer 
and the hazards peculiar to his enter
prise, that I consider it a national re
sponsibility to cooperate in the solution 
of these problems and that I am affirma
tively for the flexible system of farm 
price supports for that reason. This 
high fixed farm price parity farm pro
gram seems to me to have gone off the 
tracks and the people who can help it 
get back on are the city people-certain
ly wanting to and trying to work to
gether with the farmers. 

The CHAIRMAN. The time of the 
gentleman has expired. 

Mr. WOLCOTT. Mr. Chairman, I 
yield 2 minutes to the gentleman from 
Pennsylvania [Mr. KINGJ. 

Mr. KING of Pennsylvania. Mr. 
Chairman, apparently we have started 
another debate on the farm problem. I 
think it quite appropriate in connection 
with this because we are asking for more 
money because of an illogical farm pro
gram. Certainly I do not want to turn 
anybody against the farmer. I am a 
farmer, have been a farmer all my life, 
and almost all of my relatives are farm
ers. But apparently, in my opinion at 
least, there is a great fallacy that exists 
to the effect that the prosperity of the 
farmer is the basis of all our prosperity. 
Actually, our economy is a big and a 
complicated matter of balanced produc
tion, balancing production with demand; 
and the 20 million farmers are no more 
important as a basis of our economy 
than 20 million other people. The ques
tion of balance is very complicated. 

Instead of blaming the farmers for 
anything, what I am trying to do is to 
blame the Government, because the 
Government has been the agency which 
has thrown farm production all out of 
balance. 

The interest of the city consumer, let 
us say the nonfarm segment of our so
ciety is simply this: That there is no 
question but what the overall farm sub
sidy program has cost the taxpayers $20 
billion and $10 billion of it is incidental 
to this crazy idea of guaranteeing prices. 
Furthermore, when we have by this gov
ernmental action accumulated so much 
surplus that now we are faced with in
creasing the borrowing capacity of the 

Commodity Credit Corporation, the 
Government is disposing of the sur
pluses at prices below that which con
sumers today are paying for those com
modities. 

The CHAIRMAN. The time of the 
gentleman has expired. 

Mr. WOLCOTT. Mr. Chairman, I 
yield 5 minutes to the gentleman from . 
North Dakota [Mr. BURDICK]. 

Mr. BURDICK. Mr. Chairman, the 
people who seem to know most about the 
farm situations are those fellows who 
live on 154th Street in New York. 

Mr. JAVITS. Mr. Chairman, will the 
gentleman yield to me at that point? 

Mr. BURDICK. If it is not taken out 
of my time I will yield. 

Mr. JAVITS. It will be taken out of 
the gentleman's time, but it will be only 
seconds. 

Mr. BURDICK. I refuse to yield. If 
I am wrong as to the number of the 
street, I will correct that. 

Mr. JAVITS. Yes; the street is 116th 
Street and as to the facts, I do not pre
tend to be a farm expert and never did. 
I am a city person strictly and speak 
only from that point of view. 

Mr. BURDICK. All right; then I want 
to talk to the gentleman. 

Mr. J A VITS. And I shall listen. 
Mr. BURDICK. You can put wheat 

down to a dollar a bushel or you can 
leave it at $3 a bushel and the cost of 
your bread is identical. 

Now, what is the use of trailing around 
the country and telling the consumers, 
"The reason you are paying so much for 
bread and meats is because the farmers 
have the support price"? That is not 
true at all. 

I believe myself, and I would hate to 
see it done again, that we have to have 
another depression such as we had in 
1932 and 1933 to educate some of these 
newcomers that have been talking here 
this afternoon about what it means when 
agriculture fails. I know because I was 
a Member of Congress here when there 
were 15 million people traveling up and 
down the eastern seaboard looking for 
something to eat. The reason for it was 
that we were selling wheat for 26 cents 
a bushel. It did not pay for harvesting. 
Corn had no price. They burnt corn for 
fuel. That whole agricultural belt was 
prostrated and their buying power was 
gone. Just as soon as that lack of buy
ing power hit the East those factories 
where your workers worked lost their 
jobs, and they constituted these 15 mil
lion people that were traveling around 
the country looking for something to eat. 

When you destroy the buying power of 
the farmer, that in normal times buys 
one-third of all the steel output in this 
country when he can buy it, and he buys 
almost half the output of the textile 
mills of New England, or whatever it is, 
when he is broke those mills go out of 
business. 

In my county alone, and it is a good 
county, probably the richest county in 
the United States, I can remember in 
that period when the farmers were down 
they took a survey of the county and 72 
percent of the people out there did not 
have a mattress to sleep on; yet the 
stores in town and the manufacturing 
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plants of New England were piled high 
with mattresses, because they could not 
get them because the buying power was 
gone. 

This program was put through here 
not for the purpose of helping the indi
vidual farmer, it was put through to 
bring the economy of the Nation back to 
life. You can remember when all the 
banks were closed, everything was closed. 
I remember there were 4 days when you 
could not draw any money. I did not 
have much in the bank, but I had $6, 
and I could not get that out. 

Mr. JENSEN. Mr. Chairman, will the 
gentleman yield? 

Mr. BURDICK. I yield to the gentle
man from Iowa. 

Mr. JENSEN. I have been in the 
House with the gentleman from North 
Dakota for many years and I have never 
heard the gentleman from North Dakota 
insult the city folks as the gentleman 
from New York [Mr. JAVITS] has insulted 
the country folks today. Just a few 
minutes ago he said that the city folks 
would have to educate the country folks 
and save them from disaster. 

Mr. BURDICK. Yes. 
Mr. JENSEN. I want to remind the 

gentleman from New York [Mr. JAVITS] 
that we have a higher state of literacy 
on the farm than the people do that he 
has the honor to represe.nt, and I know 
they are good people. But let me tell 
the gentleman from New York [Mr. 
JAVITsJ that the farmer communes with 
Nature, and that is God's business. 
When he communes with Nature he be
comes natural, and when he becomes 
natural he becomes practical. You 
folks, men like you, do not understand 
that because you live in an artificial 
atmosphere, you think artificially, and 
you talk artificially. 

Mr. BURDICK. I do not think it is 
necessary to prove the illiteracy of the 
East because I think the gentleman from 
New York [Mr. JAVITSJ has demonstrated 
that fully. 

Mr. McCORMACK. Mr. Chairman, 
will the gentleman yield? 

Mr. BURDICK. I yield. 
Mr. McCORMACK. Does the gentle

man agree with me that any effort to 
array American against American such 
as the city folks against the farmer or 
vice versa is wrong? 

Mr. BURDICK. Yes, sir. 
Mr. McCORMACK. And it is a form 

®f political bigotry? 
Mr. BURDICK. Yes, sir, it is. 
Mr. DORN of South Carolina. Mr. 

Chairman, will the gentleman yield?. 
Mr. BURDICK. I yield. 
Mr. DORN of South Carolina. In 

support of what the distinguished gentle
man from North Dakota is saying today, 
I hate to inject a personal experience 
into this debate, but I want to point out 
that while I can afford to lose a little 
bit on my farm, the average farmer in 
the country cannot. Last fall, I sold my 
wheat crop at Route No. 1, Greenwood, 
S. C., the Third Congressional District, 
for $1.65 a bushel. During the same 
week that I sold that wheat at $1.65 a 
bushel, the price of a loaf of bread, I 
want to tell the gentleman from New 

York, went up 1 cent. Last fall when I 
sold my cattle, I received an average of 
13 cents a pound. Then when I returned 
to Washington, I paid as high as $1.30 a 
pound for steak here. And right now in 
South Carolina, Georgia, and throughout 
this great country, you can buy beef on 
the hoof as low as 6 or 7 cents a pound. 
You go downtown tonight and try to buy 
a T-bone steak at the Shoreham Hotel 
and see what you have to pay for it. The 
farmers of this country are not respons
ible for the situation we are in today. · 
Unless you do something about this con
dition to give the farmers a fair break, 
then this condition is going to spread to 
other industries throughout the country. 

Mr. KING of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. BURDICK. You are not going 
to cite any more of those figures of yours, 
are you? 

Mr. KING of Pennsylvania. No, I am 
not going to cite any more figures. 

Mr. BURDICK. I yield. 
Mr. KING of Pennsylvania. I just 

want to go back to the time that you 
spoke of during the depression days 
when you say you were in the Congress, 
and· apparently devoting your time to 
politics. I was a farmer trying to make 
a living during that time, and I know a 
great deal about it. The depression 
dragged on for a long time. Do you 
think Government subsidies in any way 
hastened the adjustment which was in
evitable and necessary, or did Govern
ment intervention in that thing drag it 
out and prolong the misery, and will you 
explain to me just how the Government 
in any way helped the situation? 

Mr. BURDICK. That is exactly what 
we did. The Government breathed some 
new life into the farming sections of this 
country and we Qegan to revive. 

Mr. McCORMACK. Do you remem
ber the foreclosures on the farms and 
the foreclosures on the homes? Do you 
remember what was going on then? 

Mr. BURDICK. Yes, sir, I do. 
Mr. McCORMACK. The Government 

stepped in and saved family life in 
America. 

Mr. JAVITS. Mr. Chairman, will the 
gentleman--

Mr. BURDICK. I do not yield to the 
gentleman. May I be permitted to say 
a few words? 

Mr. Chairman, this program was not 
put through to help any particular per
son in the country. It was put through 
to put buying power back in the hands 
of the American people. That is all 
there is to it. I remember going before 
a committee here when the business in
terests of the country were there in force 
saying, "If we withdraw all Government 
restrictions from privat~ business, they 
could go ahead and put these 15 million 
people to work." I was there and while 
I did not ask the question-! asked a 
friend of mine on the committee to ask 
the question and he asked the business 
interests, "If we withdraw every restric
tion that the Democrats have put on 
business since Roosevelt came in and put 
it right back where it was under Hoover, 
how many of these 15 million people can 
you employ?" And they all adlnitted 
that they could not employ over 3 mil-

lion. Well, they were asked, What are 
you going to do with ·the other 12 mil
lion people out of a job? They said, "We 
do not know." Now maybe we did some
thing foolish. I voted for all of it-do 
not charge it to the Democrats alone. I 
was here and I voted for it. We set up a 
lot of foolish business, but the people 
had to eat and I knew myself that when 
enough people got hungry enough, they 
would get enough to eat. I have seen 
that happen. I have seen them leave the 
line of march and go-into a store and eat 
it up. 

The CHAIRMAN. The time of the 
gentleman from North Dakota has again 
expired. 

Mr. SPENCE. Mr. Chairman, I yield 
the gentleman 2 additional minutes. 

Mr. BURDICK. We might have to 
have that demonstration all over again 
to convince the gentleman from New 
York [Mr. JAVITSJ and the gentleman 
from Pennsylvania [Mr. KING] that we 
are not handing any plums to the farm 
belt when we are trying to put buying 
power back for the benefit of the entire 
country. 

Mr. JAVITS. Mr. Chairman, will the 
gentleman yield? 

Mr. BURDICK. I yield. 
Mr. JAVITS. I regret any reference 

to illiteracy, we are having a perfectly 
fair debate, everyone knows there is no 
question of literacy or illiteracy, farmers 
and city people are decent people trying 
to do the best for our country. 

Mr. JENSEN. You are the first fel
low who accused the farmer of being 
illiterate. What are you talking about? 
I did not say you were illiterate. 

Mr. BURDICK. The only demonstra
tion of illiteracy this afternoon was made 
by the gentleman who says price sup
ports invariably causes a rise in the price 
of food. 

I still stick to it, because you do not 
know the situation, you only know in 
New York City that the price of bread is 
high, and you at once attribute that to 
price supports. 

Mr. JAVITS. There was a time for the 
high fixed farm price supports, when 90 
percent of parity was essential to this 
country, for instance; but like any medi
cine, that time may have gone by. I 
just venture to suggest and argue that 
the time has come, because of the farm
er's own condition, the fact that he is 
not doing well under these very high 
fixed price supports, there must be some
thing wrong. So some of us are sug
gesting some way of dealing with the 
difficulty. The modest flexibility intro
duced in the program by the House re
cently is along that line. I do not think 
that is unfair and I do not think that de
serves any caustic condemnation. 

Mr. BURDICK. Well, he may be in 
a bad shape today, but if he listens to 
the advice I have heard today coming 
from New York and Pennsylvania he 
will be much worse off tomorrow. 

The CHAIRMAN. The time of the 
gentleman from North Dakota has again 
expired. 

Mr. SPENCE. Mr. Chairman, I yield 
the balance of the time to the gentleman 
from New York [Mr. MULTER]. 
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Mr. MULTER. Mr. Chairman, mem
bers of the Committee, including farm
ers, I think the House has fallen rather 
low when a Member comes before it and 
says you are trying to sell a program you 
have failed to explain or justify, and you 
have to accuse that colleague of being 
illiterate, instead of trying to explain. 

Someone said there would be a revolt 
against this farm program unless you do 
the right thing, and the revolt will come, 
if it comes at all, because of the confu
sion and the lack of understanding that 
is attendant upon this program. 

My distinguished friend from New 
York [Mr. JAVITsJ says he is opposed to 
this bill, despite the fact that he voted 
for flexible price supports. This gentle
man from New York now addressing you 
tells you I am opposed to this bill, de
spite the fact that I voted for rigid price 
supports. 

Even though this bill does not involve 
the question of rigid or flexible price 
supports, I must say that there is some
thing radically wrong with this entire 
program, either in the law or in the 
administration of the law. 

With rigid price supports we now 
find that cotton goods sold you in the 
store are selling for less money despite 
the fact that they are made with cotton 
that comes from cotton supported by 
rigid supports. The milk we ara buying 
in the store is selling for more money, 
despite the fact that it comes from the 
milk producer who is getting less for that 
milk which comes out of the milk pro
duced under flexible price supports. 

Maybe we city consumers are illiterate, 
but you better start doing some tall 
explaining because we have votes, we 
have Representatives in this House and 
in the other body who vote, and I, for 
one, am not going to vote to expand this 
program. 

I have always voted for the farm pro
gram, I have followed the farmers and 
their advice, but I am stopping today. 
I am going to vote against this bill be
cause I say to you, as indicated earlier 
in the debate, this bill is born of political 
trickery and chicanery. I do not accuse 
any of the Members of this House of that 
political trickery or chicanery. 

Although I have the highest respect 
for Secretary Benson, his honor and his 
integrity, I must point my finger at him. 
He is the man who has been picked by 
the Republican administration as the 
agricultural expert of this country. He 
was that during the campaign when he 
advised Candidate Eisenhower on the 
farm programs. He was named the offi
cial governmental expert on agricultural 
problems when he was named Secretary 
of Agriculture. He was studying the 
problem during the campaign, he has 
been studying it since, and he has told 
the Committees on Agriculture that he 
is studying the problem, he has told the 
Committees on Banking and Currency 
he is studying the problem and he still 
does not come up with a plan to do some
thing about any of these problems. 

This House only a short time ago au
thorized the cancellation of $741 million 
of losses sustained by CCC, wrote it off 
the books and canceled the indebted-

ness, restoring that much money or buy
ing power and lending power to CCC. 

Having urged that that be done, Sec
retary Benson came before the commit
tees of the Congress and asked for an
other $1 34 billion to increase the borrow
ing power of this Corporation to $8Yz 
billion. He did that on the basis of esti
mates, facts, and figures which he sub
mitted to both Houses. He said the in
crease would carry him through this year 
and until the next Congress meets next 
year. Now, within 4 months he comes 
back and tells us he has made a mistake, 
that he needs another $1% billion to 
carry him through until next January. 

Mr. Chairman, there is something 
wrong with the planning and thinking 
of a Secretary of Agriculture who can 
make that kind of an error. The best 
he can do to support his argument for 
another billion and a half is to tell you 
that up to June 30 of this year he has 
used $6,400,000,000 of the $8% billion 
authorized, having on hand another 
$2,100,000,000 at this time. Yet he says 
he needs another $1% billion to support 
this program. 

On his recommendation this House 
passed the agricultural bill and sent it 
to the other body. It contains a provi
sion, which I am sure will prevail, per
mitting the Commodity Credit Corpora
tion and the Secretary of Agriculture to 
set aside out of the $8% billion as much 
as he chooses up to $2% billion of the 
products he has stored away, and the 
Treasury Department is authorized to 
cancel that $2% billion indebtedness. 
That way the $8% billion will not be im
paired one penny. So he will take the 
$2% billion of surplus that is stored 
away-some of it rotting away-set it 
aside, cancel the indebtedness, and still 
have $8% billion to use for this farm 
program. 

I supported that provision in that 
bill-at least, I did not raise my voice 
against it. I thought maybe that was 
one way to accomplish the purpose that 
was sought to make the farmer pros
perous, to keep him prosperous, and 
selfishly the city boy is saying to keep 
us prosperous, too, because his prosperity 
is my prosperity, and vice versa. 

But when you have done that and you 
have given him the right to write off the 
books $2% billion and to use that $2% 
billion, and having given him $1% billion 
more only 4 months ago, how can you 
possibly justify coming here now and 
asking for another $1% billion when he 
has on hand $2,100,000,000? 

If you are going to destroy this pro
gram, Mr. Farmer and Mr. Farm Repre
sentative in this House, if you want to 
destroy this price-support program, this 
is the way to do it. 

Let me recapitulate the figures for you. 
Four months ago you increased the au
thority of the Commodity Credit Corpo
ration by $1% billion, making the total 
authorized lending and buying power of 
the Corporation $8 Y2 billion. On June 
30 the Congress, both Houses, approved 
the conference report on the Agricul
tural Trade Development Act of 1953 and 
authorized the President to use $741 mil
lion of agricultural surplus products now 

stored and owned by the Government. 
That same act calls for the cancellation 
of the notes issued by the CCC to the 
United States Treasury in the equivalent 
amount. That means that as those sur
plus products are given away the equiva
lent amount is made available to the 
CCC, so that the $8% billion is thereby 
increased by another $741 million-that 
makes a total of $9.241 billion available 
to the CCC. This House passed and sent 
to the other body the Agricultural Act of 
1954, in which you authorized the setting 
aside of $2% billion of surplus products 
now owned and stored by your Govern
ment, taking it completely off the market 
and, at the same time, authorizing the 
cancellation of the indebtedness to the 
United States Treasury of the equivalent 
amount, thereby making available to the 
CCC another $2% billion, or a total of 
$11.741 billion. 

If you pass this bill now as you are 
bent on doing, you give them another 
billion and one-half dollars, or a total 
of $13.241 billion. 

Now let's look at the other side of the 
ledger. What is the maximum amount 
that may be needed for this program? 
Under no prior administration did it 

· ever run to $6 billion. Four months ago 
when the Secretary of Agriculture asked 
for another 134 billion he told us that 
the maximum outstanding liability of 
this Corporation was at that time $6.1 
billion. When he came in and asked for 
the additional $1% billion provided for 
by this bill the Secretary of Agriculture 
told us that the maximum liability of 
this Corporation as of June 30, 1954, was 
$6.4 billion. In other words, as of the 
time he was testifying in support of this 
bill he had an unused balance of $2.1 
billion which has since been increased 
by the $741 million provided for in the 
Agricultural Trade Development Act of 
1953, and which will be increased by an
other $2% billion provided for in the 
Agricultural Act of 1954, making a total 
that he will have available of $5.141 bil
lion, even without the billion and one
half you now seek to give him by this 
bill. He cannot possibly justify the need 
for a fund of $6.641 billion over and 
above the $6.4 billion that he now has 
outstanding. 

This is without attempting to discount 
the moneys that will not be needed be
cause of the tremendous losses of corn 
and wheat and other crops because of 
the extensive drought that various ~.reas 
of the country have suffered in the last 
few months. 

Some members have indicated some 
doubt as to whether or not it is not es
sential to give them this additional au
thority in order to implement the ftex
ible price support program as written 
into the Agricultural Act of 1954 by this 
House. Permit me to direct your atten
tion to the fact that the Under Secre
tary of Agriculture has testified before 
our committee that his estimate which 
he uses to support the need for this ad
ditional money called for by this bill is 
not based upon a flexible price support 
program but it is based upon a rigid 
price-support program. He says that he 
needs this money in order to carry on his 
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rigid price support program. He con
cedes that he doesn't need this addi
tional money for a flexible price support 
program which he urges will necessarily 
call for less money than the rigid price 
support program. 

I suspect that the request for this au
thority is part of the pressure that the 
Secretary of Agriculture and the admin
istration seeks to exert upon the Con
gress in an unfair etiort to force the 
Congress to adopt their views as tc a 
flexible price support program. 

Incidentally, I trust no one will try to 
say that this money is necessary be
cause of any maladministration by any 
previous Secretary of Agriculture or be
cause of any action of any prior Demo
cratic administration. The testimony 
before our committee is that the pro
gram is being operated exactly the same 
now as it was during prior administra
tions, the method of estimating is the 
same, the method of computing what is 
coming in and going out is the same, the 
method of making loans is the same, and 
the use of banking facilities is the same. 
The only change has been in personnel. 

One other facet of this problem re
quires some attention. The testimony 
before our committee shows that the 

· Treasury Department has advised the 
Secretary of Agriculture that in using 
$6.4 billion of the authorized $8% billion 
the Government will come within a half 
billion dollars of the debt limit. For 
the CCC to use another billion and one
half dollars will necessarily exceed the 
debt limit by a billion dollars. That is 
without considering any part of the 
cancellations heretofore referred to. If 
any part of that $3.241 billion worth of 
cancellations is used then you get that 
much closer to exceeding the debt limit 
by so much more depending upon the 
amount used. 

I have heretofore pointed out to this 
House the improper bookkeeping meth
ods used by the CCC as a result of which 
a false picture of its operations are 
shown to the American people and as a 
result of which its actual losses are cov
ered up or concealed. I will spend no 
time on that subject today. 

The distinguished gentleman from 
Texas IMr. PATMAN] has already fully 
and fairly developed the picture show
ing the improper and u"nlawful financing 
operations indulged in by the CCC under 
the direction of the Secretary of Agri
culture and with the approval of the 
Secretary of the Treasury. I will 
spend no further time on that phase of 
the subject except to advise the Com
mittee of the Whole that when we get 
back into the House I will offer a motion 
to recommit this bill with instructions 
to include a provision in this bill which 
will prohibit such practices. Whether 
the motion prevails or is defeated I will 
continue to urge the defeat of this bill. 

I repeat that the best way for the 
farm representatives in this Congress to 
destroy the price-support program and 
with it to destroy the farmer is tO enact 
this kind of legislation. 

Mr. WOLCOTI'. Mr. Chairman, we 
have no furtl;ler requests for time. 

The CHAIRMAN. The Clerk will read 
the bill for amendment. 

The Clerk r~ad as follows: 
Be it enacted, etc., That section 4 of the 

act approved March 8, 1938 (52 Stat. 108), 
as amended, is amended by striking out 
"$8,500,000,000" and inserting in lieu thereof 
"$10,000,000,000." 

Mr. PATMAN. Mr. Chairman, I offer 
an amendment. 

The Clerk read as follows: 
Amendment offered by Mr. PATMAN: In 

line 5 immediately after the figure "$10,000,-
000,000" (and before the quotation marks 
following such figure) , insert "Provided, That 
the Corporation shall not issue any obliga
tions (other than to the Secretary of the 
Treasury) at a rate of interest in excess of 
one and one-quarter times the rate of in
terest (or comparable cost) paid by the 
Treasury of the United States on the most 
recently issued obligations of the United 
States of comparable maturity, except that 
the provisions of this proviso shall not apply 
to lending agency agreements applicable to 
loans under a commodity-loan program." 

Mr. PATMAN. Mr. Chairman, under 
the p~esent law the Commodity Credit 
Corporation can get this money from the 
Treasury. That is the way it usually 
gets the money. The going rate of inter- _ 
est on short-term obligations, like tax
anticipation certificates, is now 1 per
cent; therefore, the Government could 
get the money for 1 percent through the 
Treasury and let the Commodity Credit 
Corporation have the money for 1 per
cent. 

Now the Commodity Credit Corpora
tion wants to bypass the Treasury am 
sell the certificates of interest direct to 
the lenders. That is all right if it is not 
too expensive. This amendment will not 
prohibit it, provit~ed the Secretary of the 
Treasury does not pay more than 25 
percent in excess of what it could get the 
same money from the same lenders 
through the Treasury. It occurs to me 
it is so reasonable that the committee 
should accept it. It permits a burden 
of 25 percent, I will admit, on the farm
ers that is not justified, but, in order to 
bend over backward, to help what is 
called private enterprise, I am perfectly 
willing to permit as much as 25 percent, 
but no more, to be paid for that purpose. 

·In other words, if the rate should go up 
to 2 percent that the Treasury is com
pelled to pay, why, then the Commodity 
Credit Corporation could permit 2.5 per
cent, or 25 percent more. If the rate 
were to go up to 4 percent, the Commod
ity Credit Corporation, although they 
could get money for 4 percent, would be 
allowed to pay 5 percent under this 
amendment. But, since the Commodity 
Credit Corporation can borrow money 
today for 1 percent through the Govern
ment, this amendment says that you 
cannot pay more than 1 Y4 percent more 
than you can get it from the Treasury. 
So why should we unnecessarily burden 
the farmer with this extra interest? 
There is no use doing it. These same 
leaders will let the Government have the 
same money if it is done through the 
Treasury, so why not have some limita
tion whereby the Secretary of the Treas
ury cannot pay over a certain amount? 

I think it is putting too much of a burden 
on the farmer~ 

The Treasury just a few days ago 
issued tax-anticipation certificates total
ing $3.5 billion which were oversub
scribed 3 to 1, and the interest rate was 
1 percent. That is just a few days ago. 
Since their maturities are comparable to 
the Commodity Credit Corporation cer
tificates, one can put them side by side 
fairly because they are comparable. So 
that at the 1-percent rate the Commod
ity Credit Corporation could have issued 
them for $21 million to $28 million less 
than they actually paid through the CCC 
making it directly when they could have 
made it through the Treasury. So we 
are paying what might be considered a 
bonus or a subsidy to lerfders now. Let 
us restrict that bonus or subsidy to 25 
percent. That is all that my amend
ment does, and I hope the amendment 
will be agreed to. 

Mr. WOLCOTT. Mr. Chairman, I 
rise in opposition to the amendment. 

You will recall that when we had this 
bill up earlier in the year the same sit
uation was before us and the committee 
voted it down overwhelmingly. 

Mr. PATMAN. Not overwhelmingly. 
Mr. WOLCOTT. I said it was voted 

down and we can leave out the word 
"overwhelmingly." I do not remember 
now how overwhelming it was, but, any
way, there was an effective vote against 
it. The question has been raised by . 
the gentleman from Texas [Mr. PAT
MAN] that this, in some way, is affiliated 
with the problem of increasing the debt 
limit. This House has seen fit to in
crease the debt limit, but the other body 
has not taken action on it up to this 
particular time. We do not know what 
is going to. happen in respect to the debt 
limit. 

These certificates of interest which 
are provided for are merely an adapta
tion to all support programs of prac
tices which have been in etiect on cot
ton for these many years. They have 
always worked out quite successfully and 
they will work out as successfully on 
other crops as they have worked out for 
cotton. · 

What I am trying to bring out is this, 
that the system under which they oper
ate now is a tried system. They know 
that they are going to get finances 
enough for · these support programs. 
We do not know whether there will be 
sufficient incentive under the amend
ment offered by the gentleman from 
Texas [Mr. PATMAN] to make possible the 
financing of these crops without further 
drains on the Treasury. There is no 
drain on the Treasury at the present 
time in respect to these programs until 
there is an impairment of the capital 
of the Commodity Credit Corporation. 
There might be such a drain on the 
Treasury if the certificates did not carry 
an effective rate of interest to attract 
private investment. 

We have on occasions mandated the 
Commodity Credit Corporation to buy 
or sell for specific programs. You will 

. note by r~ference to the report that the 
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activities of the Commodity Credit Cor· 
poration are quite all-embracing in re
spect to the movement of crops. It 
operates storage facilities; a commodity 
export program; it supplies funds for our 
purchase program, and it engages in 
other activities authorized by Congress. 

Many of those activities authorized 
by Congress take this form: We author· 
ize the Commodity Credit Corporation 
to buy either at home or abroad for our 
defense forces, and then it comes to the 
Congress and of course we reimburse 
the Commodity Credit Corporation if 
there is any impairment of capital for 
the amount which they had to borrow 
from the Treasury to get the money 
with which to buy food for our Armed 
Forces and other mandated programs. 

We have, of course, restored the capi
tal because it was the only thing to do. 
I remember one time in connection with 
a similar situation under the Recon
struction Finance Corporation when we 
restored about $3 billion to the RFC be
cause we had given the RFC the job of 
going out and doing certain things for 
the Armed Forces and engaging in other 
activities with their own money which 
was obtained by borrowings from the 
Treasury. On the basic crop-loan pro
grams there has been very little impair
ment of capital of the Commodity Credit 
Corporation which had to be restored. 

Mr. COOLEY. Mr. Chairman, I move 
to strike out the last word. 

Mr. Chairman, yesterday I . made a 
speech here in the House which appears 
in today's RECORD. The speech contains 
much pertinent information, and I hope 
that those of you who did not hear it 
may find time to read it. In that speech 
I pointed out the fact that high Govern
ment officials, yes, including Secretary 
Ezra Benson, have been going up and 
down the length and breadth of this 
country trying to cause a revolt and to 
turn the city consumer against the farm
er, actually trying to divide our people. 
Mr. Benson has been very apprehensive 
about the reaction of the consumer to· 
the results of the price-support program. 
Certainly, consumers have not revolted; 
there is no sign of it anywhere. Perhaps 
it does not exist except in Mr. Benson's 
mind. Ask yourself the question, Why 
should the Secretary of Agriculture, of 
all persons, try desperately to turn the 
consumers against the farmers of our 
country? 

When general farm legislation was be
ing considered on the floor of the House 
2 or 3 weeks ago there was no sign of 
any revolt on the part of the consumers 
of the Nation. Many Members of Con
gress from city districts voted for man
datory fixed-price supports, knowing 
that such price supports would be ac
companied by acreage allotments and 
marketing quotas and that farmers 
would diligently and faithfully try to 
bring production in line with reasonable 
consumer demand. The administration 
did not fight for Benson's program, but 
at exactly the psychological moment the 
majority leader took the floor and sup
ported, with all of his energy and sin
cerity, a compromise, and the result was 
the approval of a support price of 82.5 
percent of parity instead of the 75 per
cent of parity which had been advocated 

by Secretary Benson. The majority 
leader knew and said that it was a com
promise and yet the President denied 
that it was a compromise and called it 
a great and a sweeping victory. 

I repeat that Mr. Benson has deliber
ately tried to deceive and to mislead the 
consuming public. He has not been 
forthright and fair. He finally present
ed a program which was a fallacy and 
an outright fraud. He may be pious but 
he certainly is not prudent. He does 
not even practice what he preaches. The 
support of dairy products has been on a 
flexible basis from the very moment that 
Mr. Benson took o:mce. If he honestly 
and sincerely believed that the unlimit
ed production of dairy products should 
not be supported at high levels, in good 
conscience he should explain to the 
American people why it took him 14long 
months to make a decision and finally 
to lower the price supports from 90 per
cent of parity to 75 percent of parity. 
Secretary Benson, and he alone, is en
tirely responsible for the burdensome 
inventories of dairy products which the 
Commodity Credit Corporation now has 
in storage. 

Mr. Benson, by the use of misleading 
figures concerning the cost of the price
support program, has done everything in 
his power to bring the program into dis
repute. When he came face to face with 
the members of our committee, fortu
nately he admitted the truth. He had 
to admit that the total cost of the entire 
price-support program through the CCC 
had only amounted to--subtracting the 
profits on the sugar program-slightly 
more than $1 billion during the entire 
period of 22 years. Mr. Benson's own 
figures and calculations clearly indicate 
that the entire losses sustained on the 
price-support program from the begin
ning to the end have amounted to less 
than $1,375,000,000. If you will subtract 
the profits of $309 million made on the 
sugar program from that figure, it is 
apparent to see that the losses have 
amounted to only $1,066,000,000. This 
includes all the losses sustained by CCC 
on price-support programs. 

I am certain that even Mr. Benson 
will agree with these figures. 

Mr. BROWN of Georgia. Mr. Chair
man, will the gentleman yield? 

Mr. COOLEY. I yield. 
Mr. BROWN of Georgia. On the basic 

commodities over a period of over 20 
years the Government has lost on the 
six basic commodities only a little over 
$63 million, and that was up to the 31st 
of December of this last year. 

Mr. COOLEY. I have brought these 
figures up to date and I challenge Mr. 
Benson or any of his actuaries or statis
ticians to deny the accuracy of these 
figures, because they came from the De
partment of Agriculture. 

When this administration came into 
power this great price-support program 
on the basic commodities showed a profit 
of over $8 million, and within 4 months 
under Mr. Benson the profit had dis
appeared and we had a loss of over $8 
million. Now we have a loss of slightly 
over $130 million on the entire basic 
program from beginning to end. I chal
lenge Mr. Benson to say these figures are 

inaccurate. When I used the billion
dollar figure, I am talking about all of 
Mr. Charlie Brannan's rotten eggs and 
Irish potatoes. Over $900 million of that 
billion was lost on four commodities. The 
figure was used here by my distinguished 
colleague, a member of the House Com
mittee on Agriculture, that this farm 
program had cost $20 billion. That is 
the kind of speech that Mr. Benson has 
been making. We are talking not about 
the overall wartime consumer subsidies; 
we are not talking about the soil conser
vation programs and the ACP program; 
-we are talking about the price-support 
program of the Commodity Credit Cor
poration. 

Mr. KING of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. COOLEY. I yield. 
Mr. KING of Pennsylvania. You do 

not mean to tell this House that you even 
believe the losses on the price-support 
program are all measured by the balance 
sheet of the Commodity Credit Corpora
tion; do you? 

Mr. COOLEY. Why, of course, I mean 
to tell you exactly that. The price
support program is carried on by the 
Commodity Credit Corporation. It has 
nothing to do, for example, with the 
school-lunch program and many other 
programs which you and your friend 
Benson always include and never men
tion by name or in any way discuss. 

Mr. KING of Pennsylvania. Every 
time the Commodity Credit Corporation 
loses money, some other agency reim
burses them. 

Mr. COOLEY. They did not lose a 
dime on the basic commodities until the 
Republicans took over and put Mr. Ben
son in charge of it. I can prove with Mr. 
Benson's own figures that even at the 
end of the 21-year period, we had lost 
only 21 millions of dollars-$1 million a. 
year. And yesterday, as I pointed out, 
in the very first item on foreign aid and 
relief, we were appropriating 3 times the 
entire overall cost of this great program 
for 22 years. 

The CHAIRMAN. The time of the 
gentleman from North Carolina has ex
pired. 

Mr. COOLEY. Mr. Chairman, I ask 
unanimous consent to proceed for 3 ad
ditional minutes. 

Mr. GAMBLE. Mr. Chairman, I ob
ject. 

Mr. MULTER. Mr. Chairman, I 
move to strike out the last word. 

Mr. COOLEY. Mr. Chairman, will 
the gentleman yield? 

Mr. MULTER. I yield. 
Mr. COOLEY. I just want to say to 

these city consumers that during the 
time we sustained this accumulated loss 
over a period of 22 years, which 
amounted to $1 billion, the American 
people enjoyed an accumulated na
tional income of $3,015,000,000,000. The 
American people had that much in pur
chasing power. Relate that, if you will, 
to the one little measly billion dollars 
which was lost in 22 years on potatoes, 
eggs, wool and everything else. 

Mr. JENSEN. Mr. Chairman, will the 
gentleman yield? 

Mr. MULTER. I yield. 
Mr. JENSEN. And it must be said 

that the American people are buying 
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their food for· 22.8 percent of the Income -Mr. Chairman, on February 18 of this 
of the American people while the rest of year, I asked some questions concern
the world is paying 70 percent on an ing this matter. I dislike some of the 
average for their food. attempts-that I would not say were 

Mr. JAVITS. Mr. Chairman, will the deliberate, but certainly they do reflect 
gentleman yield? in the costs of our farm-support pro-

Mr. MULTER. I yield. gram that gives some people the wrong 
Mr. JA VITS. I would like to assure impression about our farm-support 

the gentleman, who is the distinguished program. 
ranking minority member of the Com- · One of the things that happened last 
mittee on Agriculture, that in my dis- fall I think was very, very regrettable. 
trict--which happens to be one of the The Treasury resorted to a means of 
most literate in the United States in- · financing the Commodity Credit Cor
eluding as it does Columbia University, poration, brought about because they 
and I believe as many other educational; felt they had to resort to financing to 
medical, and cultural institutions as evade the statutory debt limit. This 
about anybody else's district in this body does not need to take any blame 
House and whose people are by a very for that action. We acted in a respon
high percentage--high school and col- sible fashion. But because the other 
lege graduates--the farmers of Amer- body did not act in a responsible fashion, 
ica are considered to be wonderful peo- it meant that financing was resorted to. 
pie and very literate, and we want to do That, to use a common word, stinks. 
everything in our power to help them; On October 28, 1953, a loan for Com
and second, there is certainly no ani- modity Credit Corporation financing was 
mosity and no hostility in my district. arranged at $357 million. Someone de
If anybody is trying to sow it, they are cided that that should be at 2% percent 
failing miserably. We are discussing as interest rate. The banks offered to buy 
honorable Americans a problem affect- over $2 billion worth of this paper be
ing our mutual concerns and nothing cause of the attractive interest rate. 
more. I think it is very tragic that any The going rate on Government paper 
other note should be injected into this which was no better paper than the pa
debate. per involved in the Commodity Credit 

Mr. COOLEY. I just want to make Corporation, was something like 1% per-
one observation. cent. Obviously, this loan was greatly 

After the speech delivered by our oversubscribed. They recognized that. 
friend from New York, if the agricultural So on December 17, 1953, they floated 
bill we have passed and sent to the Sen- another loan of $449 million at 2¥4 per
ate is enacted substantially in the same cent interest. That loan was also greatly 
form that we sent it there this two and oversubscribed. The banks offered to 
one-half million will be w;itten off and buy $1,200,000,000 worth of this issue. 
this bill would not be necessary. B~t we That meant again that .in this cost of 
have no assurances that the Senate will financing that that was charged back 
pass the bill. Therefore, I hope the gen- against the cost of the operation of the 
tleman from New York will realize that farm program. 
if the Senate fails to pass the bill con- On February 2, 1954, a loan was floated 
taining the set-aside provision, with the for something like $351 million at 2 ¥a 
chargeoff section, this bill may be ur- percex;tt. interest. Th~ banks wanted 
gently needed before harvesttime is over. $1.8 billiOn worth of this paper. 

Mr. MULTER. The Under Secretary, Mr. Chairman, during this period the 
In talking before our committee, did not Treasury could have borrowed the 
take into account the writeoff and the money on 91-day bills for approximately 
cancellation of the two and one-half 1¥2 percent interest or less. I maintain, 
million. in fairness, that the amendment that 

Mr. COOLEY. That is right. has been offered by the gentleman from 
Mr. MULTER. He has used six and Texas [~r. PATM~N], would protect _the 

one-half million without writing off the Commodity Credit CorporatiOn agamst 
two and one-half million. this ty_pe ?f financing. I hope that 

Mr. PATMAN. Mr. Chairman, will somet~nx;tg Is done .a~ut our statuto~y 
the gentleman yield? debt limit. ! hope It IS done b~fore this 

Mr MULTER I yield Congress adJourns. I do not like to see 
· · · our Government getting into this kind 

~r: PATMAN. The _gentleman from of fiscal operations. I regret exceedingly 
Michigan suggested ~his same amend- that this has been done. 
ment was overwhelmmgly defeated. It Mr. CURTIS of Missouri. Mr. Chair-
was not the same amendment. It was an man, will the gentleman yield? 
amendment that was confused-. - Mr. MARSHALL. I yield to the gen-

¥r. NICHOLSON. Mr. Chairman, a tleman from Missouri. 
pomt of order. Mr. CURTIS of Missouri. May I say 

I raise the point of order that we have that I have been over the figures the 
gone a long way from the amendment gentleman has gone into and I want to 
offered by the gentleman from Texas. commend him for the work he has done. 

The CHAIRMAN. The gentleman will I agree ·with his conclusions as to what 
proceed in order. has taken place as a result of the debt 

Mr. PATMAN. The amendment was limit, but inasmuch as·the debt limit has 
rejected by a vote of 109 to 73. That was not been raised I would hate to see re
not a clear amendment, such as we have strictions on Government financing that 
before us now. There is no reason to would produce more fiscal irresponsibil
vote against this amendment, and I hope ity. I certainly commend the gentleman 
the amendment will be adopted. on what ne has done. 

Mr. MARSHALL. Mr. Chairman, I Mr. MARSHALL. . I thank the gentle-
rise in support of the amendment. man from Missouri. · · 

Mr. Chairman, I would like to say in 
connection with some things that have 
been said about the farm program that 
just a short time ago the farmer was 
getting in this country about 54 cents 
out of every dollar as far as food prices 
were concerned. Today he is getting 45 
cents out of the consumer's dollar. The 
parity price he is getting has been stead
ily dropping until at the present time it 
is 88 percent of parity. 

I put a letter in the RECORD yesterday 
which I received from a farm family in 
Minnesota. In this letter it was pointe.Q 
out that where their prices had droppe'lf . 
because of the action in lowering the 
price-support program on dairy products 
at the same time in the city of Min
neapolis milk went up 1 cent a quart. 
Those things just do not add up. Some
think ought to be done about that sort 
of situation. 

Mr. Chairman, I am thankful for 
abundance. That abundance credited in 
no small part to the ability of our farm
ers places on the American consumer's 
table the best quality food at the lowest 
hourly labor cost that consumers enjoy 
anywhere in the world. 

The CHAffiMAN. The question is pn 
the amendment offered by the gentle
man from Texas [Mr. PATMAN]. 

The question was taken; and on a di
vision <demanded by Mr. PATMAN) there 
were--ayes 29, noes 53. 

So the amendment was rejected. 
The Clerk read as follows: 
SEc. 2. Section 4 (i) of the Commodity 

Credit Corporation Charter Act (62 Stat. 
1070), as amended, is amended by striking 
out "$8,500,000,000" and inserting in lieu 
thereof "$10,000,000,000." 

The CHAIRMAN. Under the rule, the 
Committee rises. 

Accordingly the Committee rose; and 
the Speaker pro tempore, Mr. CANFIELD, 
having resumed the chair, Mr. SADLAK, 
Chairman of the Committee of the Whole 
House on the State of the Union, re
ported that that Committee, having had 
under consideration the bill <H. R. 9756) 
to increase the borrowing power of Com
modity Credit Corporation, pursuant to 
House Resolution 644, he reported the 
bill back to the House. 

The SPEAKER pro tempore. Under 
the rule the previous question is ordered. 

The question is on the engrossment 
and third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read the 
third time. 

Mr. MULTER. Mr. Speaker, I offer a 
motion to recommit. 

The SPEAKER pro tempore. Is the 
gentleman opposed to the bill? · 

Mr. MULTER. I am, Mr. Speaker. 
The SPEAKER pro tempore. The 

Clerk will report the motion to recommit. 
The Clerk read as follows: 
Mr. MULTER moves to recommit the b111 

H. R. 9756 to the Committee on Banking 
and Currency with instructions to report 
the same back forthwith with the following 
amendment: In line 5 immediately after the 
figure "$1D,OOO,OOO,OOO" (and before the quo
tation marks following such figure), inse.rt 
"Provided, That the Corporation shall not 
issue any obligations (other than to the Sec
retary of the Treasury) at a rate of interest 
in excef?s of one and one-quarter times the 
rate o! interest (or comparable- cost) paid 
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by the Treasury of the United States on the 
most recently issued obligations of the 
United States of comparable maturity, ex
cept that the provisions of this proviso shall 
not apply to lending agency agreements ap
plicable to loans under a commodity-loan 
program." 

The SPEAKER pro tempore. The 
question is on the motion to recommit. 

The motion to recommit was rejected. 
The SPEAKER pro tempore. The 

question is on the passage of the bill. 
The question was taken; and on a 

division (demanded by Mr. JAVITS) there 
were--ayes 72, noes 5. 

Mr. JAVITS. Mr. Speaker, I object 
to the vote on the ground that a quorum 
is not present and make the point of 
order that a quorum is not present. 

Mr. ARENDS. Mr. Speaker, in view 
of that situation, I ask unanimous con
sent that further proceedings be post
poned until tomorrow. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentle
man from Illinois? 

There was no objection. 
The SPEAKER pro tempore. Does 

the gentleman from New York withdraw 
his point of order? 

Mr. JAVITS. I do, Mr. Speaker. 

HOUR OF MEETING TOMORROW 

Mr. ARENDS. Mr. Speaker, I ask 
unanimous consent that when the House 
adjourns today it adjourn to meet at 10 
o'clock tomorrow. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentleman 
from Illinois? 

There was no objection. 

COMMITTEE ON THE JUDICIARY 
Mr. ARENDS. Mr. Speaker, I ask 

unanimous consent that the Committee 
on the Judiciary may sit during the ses
sion of the House tomorrow. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentleman 
from Illinois? 

There was no objection. ~· 

GENERAL LEAVE TO EXTEND 
Mr. WOLCOTT. Mr. Speaker, I ask 

unanimous consent that all Members 
may have 5 legislative days in which 
to revise and extend their remarks on 
the bill, H. R. 9756. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentleman 
from Michigan? 

There was no objection. 

JOINT COMMI'ITEE ON TIN 
Mr. WOLCOTT. Mr. Speaker, I ask 

unanimous consent for the immediate 
consideration of House Concurrent Res
olution 259, to provide for the Joint 
Committee on Tin. 

There being no objection, the Clerk 
read the resolution, as follows: 

Resolved by the House of Representatives 
(the Senate concurring), That there is 
hereby established a joint congressional 
committee to be known as the Joint Com
mittee on Tin (hereinafter referred to as 

the Committee), to be composed of 14 
members as follows: 

( 1) Seven Members of the Senate, 4 from 
the majority and 3 from the minority party, 
to be appointed by the President of the 
Senate; and 

(2) Seven Members of the House of Rep
resentatives, 4 from the majority and 3 from 
the minority party, to be appointed by the 
Speaker of the House of Representatives. 

A vacancy in the membership of the com
mittee shall not affect the powers of the 
remaining members to execute the func
tions of the committee, and shall be filled 
in the same manner as the original selec
tion. The committee shall elect a chair
man and a vice chairman from among its 
members, one of whom shall be a Member 
of the Senate and the other a Member of 
the House of Representatives. 

SEc. 2. It shall be the function of the 
committee to make the study and investi
gation determined necessary by section 1 
(c) of Public Law 125, 80th Congress, which 
provides "It is necessary in the public inter
est and to promote the common defense 
that Congress make a thorough study and 
investigation regarding the advisability of 
the maintenance on a permanent basis of a 
domestic tin smelting industry and to study 
the availability of supplies of tin adequate 
to meet the industrial, military, and naval 
requirements of the Nation in time of na
tional emergency." 

SEC. 3. The committee shall report to the 
Senate and House of Representatives not 
later than January 3, 1955, the results of its 
study and investigation, together with such 
recommendations as to necessary legisla
tion and such other recommendations as it 
may deem advisable. 

SEc. 4. The committee, or any duly au
thorized subcommittee thereof, is author
ized to hold such hearings, to sit and act at 
such times and places, to require by sub
pena (to be issued under the signature of 
the chairman or vice chairman of the com
mittee) or otherwise the attendance of such 
witnesses and the production of such books, 
papers, and documents, to administer such 
oaths. to take such testimony, to procure 
such printing and binding, and to make 
such expenditures as it deems advisable. 

SEc. 5. The committee is authorized to 
appoint, without regard to the Classification 
Act of 1949, as amended, fix the compensa
tion of such experts, consultants, techni
cians, and organizations thereof, and cler
ical and stenographic assistants as it deems 
necessary and advisable. 

The expenses of the committee, which 
shall not exceed $50,000, shall be paid one
half from the contingent fund of the Sen
ate and one-half from the contingent fund 
of the House of Representatives upon 
vouchers signed by the chairman or vice 
chairman. Disbursements to pay such ex
penses shall be made by the Clerk of the 
House of Representatives out of the contin
gent fund of the House of Representatives, 
such contingent fund to be reimbursed from 
the contingent fund of the Senate in the 
amount of one-half of disbursements so 
made without regard to any other provi
sion of law. 

The committee is authorized, with the 
consent of the head of the department or 
agency concerned, to utilize the services, in
formation, facilities, and personnel of all 
agencies in the executive branch of the 
Government in connection with its study 
and investigation. 

The resolution was agreed to, and a 
motion to reconsider was laid on the 
table. 

LIFE ON THE MESA 
Mr. SIEMINSKI. Mr. Speaker, I ask 

unanimous consent to address the House 

for 1 minute and to revise and extend 
my remarks. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
Jersey? 

There was no objection. 
Mr. SIEMINSKI. Mr. Speaker, in a 

very fine letter just received from a 
friendly family with whom I visited near 
Yuma, Ariz., while on active duty with 
the Army last September, life on the 
mesa is vividly described. 

As the letter covers many topics that 
affect our people on or off the farms, in 
or out of the cities, I think it will be of 
interest to the Congress to have the let
ter of Mrs. Helen Thomas, wife of "Tex,'' 
mother of an Army sergeant and a 
growing daughter, spread on the RECORD, 
in part, at least. 

I might add that I was encouraged to 
take this time, Mr. Speaker, to address 
the House to insert the letter because of 
the debate that took place a few minutes 
ago on the bill to step up his lending 
power of the Commodity Credit Corpo
ration. Particularly effective, I thought, 
were the remarks of Congressman BuR
DICK, of North Dakota, when, in sub
stance, in support of the measure, he 
said: 

In the early . thirties, when I had $6 in the 
bank and couldn't get it c;>ut, and everyone 
was broke and people were hungry and 15 
million Americans were out of work, some 
people in my district broke the line of 
march; they raided grocery stores for the 
food that was meant to be eaten; though they 
had no buying power, no money to pay for 
it, they ate; they were hungry. 

Shades of a Tale of Two Cities, shades 
of Viareggio, in Italy, when the Fifth 
Army passed through it and hungry peo
ple pleaded, "Bread, bread, pane, pane," 
''Food, food, mangare, mangare." Old 
people, young people, middle-aged peo
ple. It was a dramatic moment this 
afternoon when Mr. BURDICK spoke. 

We do not want the tragedy of the 
early thirties to happen again, Mr. 
Speaker. We cannot afford it; if we ex
pect to keep the red, white, and blue 
waving in the breeze as we know it, the 
course we steer must avoid the shoals we 
see brought into view in the letter Helen 
Thomas writes. In part, it follows: 

JULY 25, 1954. 
DEAR FRIEND: We were very pleased to get 

your card. Have wondered and thought 
about how you are doing in Washington 
this year. Many things have changed in the 
past few months. 

We are well and as busy as we could pos
sibly be, enjoying ourselves as we go along. 
Our son Jim is in Hawaii, has been since 
March. He wrote us this week that he has 
just been made sergeant. There's been a lot 
of rain there this summer, and, he says, many 
white-collar inspections of late. Harold 
(Senator Giss), you remember him, says 
probably officials that want to see the is
lands. Said he wouldn't mind going. 

Sent Jim's Olds to him. It was just 
setting here taking up room when he can 
get a lot of enjoyment out of it over 
there. The farmers are really taking a 
loss. Thank heaven we have managed to 
keep out of debt so far. We have tried to 
economize, but seems hard to do as every
thing we use on the farm has increased in 
price and what we sell is worth very little. 
Our good alfalfa hay is down to rock bottom. 
Statistics show that it costs $17.50 per ton 
to produce hay in this locality. My dad was 
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lucky enough to receive $18.50 for some the 
other day. There hasn't been any market 
for it recently. , We are feeding 400 head 
of cattle. That way we hope to get our 
money back out of the hay. 

Hope to be able to operate without going 
in the red. We have our equipment in good 
condition and free of debt; would sure hate 
to be in some of the ranchers' boots, espe
cially some of the poor GI's on the mesa. 
Some of them have leased their farms out 
to outsiders and taken jobs to hang on. 
Also most of the boys bought good cars and 
built good homes in hopes that by working 
hard they had it made. It has been a bitter 
experience for some of them. Most of them 
went into the farming business not knowing 
anything about the trials and hardships 
they would face. It's a good life, but as Tex 
says, "it separates the boys from the men." 

Don't know why the silly farmers don't 
want to take away all supports. Would cer
tainly be better than having supports on 
some items and nothing on others. This 
country was built on free enterprise and do
ing without supports. Supply and demand 
will regulate prices more fairly. All the real 
dirt farmers we talk with think the same 
way, yet there are so many new, get-all-you
can type of people moved in the farming 
industry. They are the joiners and the pro
moters. The rest of us think ourselves too 
busy or not capable and let them do our 
polling for us, then we set and talk about 
how it should be done. 

Here in Arizona we are a new State and 
we are getting more and more big-business 
men from other States in here buying up 
land at a good price. They have the money 
to spend and are really developing a lot of 
the land. In many ways it is good for the 
State. But • • •. 

There are more and more small farmers 
going out of business. Many men from 
other States are moving in to plant citrus 
as a sideline. Larger groves are going in all 
the time. In the future, Arizona will be the 
leading citrus State, I believe. 

Immigration officials have been down in 
these parts many times recently. They 
haven't visited any of us. Would have liked 
to have had them here to explain and tell 
them about a lot of things pertaining to the 
wet Mexican situation. If one only read the 
papers and didn't know anything else, then 
one would think what a wonderful job was 
being done. We were the first ones, here in 
the valley, to get men on contract years ago 
when we could first get men legally on con
tract. Tex and Mr. George Pickering (head 
of the association here) took the first truck
load of Mexicans to Mexicali to get them 
processed. 

That was fine and everyone was very happy. 
Then came the time when contracts were 
to be renewed. All of a sudden, Mexico didn 't 
want the same men to be contracted; they 
wanted to tell the farmers whom they could 
contract. After the farmer had gotten a man 
trained so he could do a good day's work 
without watching and teaching every small 
detail to the worker, the farmer couldn't 
have that trained man back; he was forced 
to send that trained man back and take a 
new man on a new contract; that wouldn't 
have been so bad if the Mexican Government 
hadn't sent men from drugstores, clerks, men 
from banks and other professions to be con
tracted. The regular wets that came of their 
own accord wanted to work and could take 
the heat and stay well. The men that were 
sent over on the new contracts didn't know 
how to do manual labor, didn't care to learn, 
and couldn't stand the heat. It was bad 
for the worker, and he was of no help to the 
farmer. Therefore, when they couldn't get 
their men back, people started to hire wets. 
There's talk of unfair treatment. Always 
there are a few in any locality or business 
who take advantage. 

Any farmer and most businessmen here in 
this part of the country know we can't farm 

without help. The white man here won't 
work on a farm and work the hours we are 
compelled to work. You can't irrigate 8 
hours and shut the water off until the next 
morning. The farmer takes it for granted 
that during certain seasons and on certain 
jobs you have to do on the farm, you can't 
just shut down everything just because you 
have worked a certain number of hours. In 
the busy part of the year I know we are up 
early and won't eat dinner until 9 or later. 
Your hired man expects to get off early to 
eat, go to the show, or whatever the family 
would llke to do. That is the way it should 
be, but when the crops are ready to harvest, · 
you try to get it in before the wind or rain 
beat s you to it. Small operators can't work 
their farms on a shift like you do a business; 
therefore you have irregular hours and usu
ally long ones. 

Another thing the farmer can't compete 
with is factory or union wages. We just don't 
make that kind of money and never know 
when the insects, rain, or weather will ruin 
our income for the next few months or year. 
I don't mean that farming is not a good 
business, it is, and we wouldn't trade our way 
of life with the city dweller, but you can't 
farm by shifts. 

A very good way to have handled the wet
back situation and the cheapest, would have 
been to have stations at the border, where 
the farmer could take his men and get work 
permits for a certain length of time and 
when the farmer no longer needed the man 
or men, take them back to the station and 
get a release; each workman would carry his 
work permit with him and immigration could 
easily check any Mexican; if no work permit, 
he would be sent back across the border. 
All farmers would be listed, and how many 
men each had contracted; no association or 
anything else needed. It is too bad the 
wets infiltrated into the factories and indus
tries. They don 't belong and aren't needed 
there. 

As far as Red infiltration, it wasn't the 
peon that came across the border to work. 
You could find many that came across on 
contracts. We here in this part of the 
country are amazed at the ignorance of some 
of our lawmakers and officials, about the 
whole situation. This big row and all the 
publicity that has been broadcast and space 
that it has been given, has been a big help 
to the Communists, both here and in Mexico. 
Here the Communists are telling the people 
that the wets are taking the work away from 
citizens and keeping labor down; the Reds 
say if the wets weren't here the farmers 
would have to pay union wages and every 
one would have a better job. I had a woman 
come to see me about work for her 16-year
old son, who has been away visiting, has 
returned and wants to work until school 
starts; one of our neighbors insulted him by 
offering him a job at 60 cents an hour doing 
odd jobs; the neighbor really didn't have a 
job but was only doing it to help the boy. 
Now, if that had been our son and he needed 
a job, he would have thanked the man and 
tried to do a good job and learned what he 
could; this boy was very indignant and 
would rather not work if he was only going 
to get 60 cents; I doubt if he is worth that 
much any way. This family firmly believes 
the agitators they have been listening to. I 
tried to explain to the woman that you 
couldn't lay off steady workers to give some
one work who had to ·quit in a few weeks. 
Well she said the farmers were all getting 
rich because of the cheap labor. I told her 
how she has said for m any years how she 
has thought we were silly for putting in so 
many hours, especially Saturdays and many 
times on Sunday, working; now she thinks 
we are getting rich and keeping her from 
working at higher wages; every thing she 
said during the conversation was just like 
a parrot repeating after an agent. 

On the other side of the border the agents 
are busy telling the wets that have been 

sent back that both the North Americans 
and their own Government are trying to 
take everything from them. -

As far as the men we sign up on contract 
being screened, that's a big joke; also, immi
gration would haul busloads of wets to Cal
exico and put the men over on the Mexico 
side; the next morning the same men would 
come across the line and go to work in the 
tomato, melon, and other fields, and at night 
the. immigration officers would pick them up 
agam and haul them back again. It looked 
good on paper; great amount of wetbacks 
they were hauling across; really doing a ·big 
cleanup job. It's true there has to be a limit 
on how many come across the border, and 
also the Mexicans should not be allowed to 
work in the industries or take work from 
American citizens, but here in the farming 
area, where we can't get anyone else to do 
the work, the Mexicans are a necessary factor 
in our farming operations. On my recent 
visit to San Francisco, I talked with many 
orchard owners; their apricots were falling 
on the ground; no one to pick them; and 
m aybe you think the farmers weren't about 
ready to march; all the time in the papers 
there were _statements as to the plentiful 
supply of farm labor to be had. You called 
the farm employment agency and also the 
same answer, "Nothing today, but call to
morrow, we'll be sure and have plenty ·of 
help." All the time the apricots and plums 
were falling to the ground. All the farmers 
think someone in Washington is either on 
the wrong side or very misinformed. You 
can't please everyone, but this matter could 
be handled in a much more economical and 
more satisfactory way. When Washington 
came down it spent a few hours listening 
to a handful of men chosen to tell it what 
it wanted to hear; had some pictures made 
and had t~e complete thing under control; 
this is what burns the farmers up. Another 
thing, there were many immigration cfficers 
not up to standard; in the past they have 
taken money away from the Mexicans; that 
is not just rumors. What chance does a wet 
have testifying against an officer? Our regu
lar crew of border patrol here in Yuma are 
good men. Some of the officers that were 
sent in here were really rough. The union 
officials and the Communists are the only 
ones happy over the situation. 

We at the present time have enough help. 
This time there were special negotiations 
arranged whereby we got contracts on some 
of our old hands, but in 6 months we will 
turn these men back and it will be all to do 
over again with more redtape and money 
wasted. There will be stiffer and more un
reasonable requirements to meet. Our boys 
were all across the border, with one of our 
association men, for 3 weeks, while the offi
cials stalled. It was carried on like the peace 
conferences, only in a lesser degree. You 
will be asked to approve over $3 million for 
the coming year to keep the problem under 
control. The thing the union leaders want 
more than anything else is to make the 
farmers pay a big fine if found hiring any
one without papers. As long as we can get 
labor legally at a fair working contract we· 
won't hire men unlawfully, but what if we 
can't get help? Anyone would hire anyone 
to save their crops; that's only human na
ture. We have just played into the hands of 
those who wish to ruin our country. I still 
think it only right to have them come into 
our country legally, but we don't need a big 
army with airplanes and all the equipment 
to do it if it were done in a different manner. 
While all the men were across the border 
trying to get papers all the farmers tried to 
get help from our local supply. There wasn't 
any to be had. We were irrigating this 500 
acres, cutting hay, raking, bal"ng hay, and 
feeding 400 head of cattle green hay, which 
had to be cut three times a day and hauled 
to corral. We have a white baler crew; it 
has done our baling for a number ·of years. 
Luckily Tex and a friend of ours cut and 
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raked, and Tex fed the cattle. I run all the 
errands and did what I could to help. We 
only found one man who thought he wanted 
to work. He was 2 hours late the first morn
ing. You have to rake hay whil~ it is still 
damp, so he didn't do much that day. Be
sides, he broke the equipment and Tex had 
to work that night and repair it. 

The next day, he called at 8:30 a. m. and 
said he had overslep t and would be out soon; 
Tex had been out since 3 :30 raking and so 
when the man came to work I told him he 
had better cut, asked him if he wanted me 
to show him how and he said "No," he was 
experienced. In about 30 minutes I looked 
down where I had told him to start and he 
had the tract or off in a ditch and was coming 
to the house. Tex had to quit what he was 
doing and come get another tractor to pull 
h im out. He had broken the sickle and Tex 
told him to put another one in. Did he 
know how? Oh, to be sure. Anyway he 
started to beat it out on the opposite side, 
one end has an opening to slide it out, but 
no; he was trying to pound it out through 
a solid end. Well, I didn't know Tex had 
as much patience. He put the sickle in and 
got him started again and then a few min
utes later he came in and said lie wanted a 
few hours off to take his wife to town to visit 
her mother. Imagine us; here we were, try
ing to get the hay in and not have to stop 
the water and he wants to quit to take his 
wife to visit. Anyway, he took off and was 
going to come back early the next morning. 
Well, the next morning he couldn't get up 
early because he had looked at television 
untl ~ late. Tex got him a job in town and 
we gave a big sigh of relief. That was our 
only experience with the only local man we 
could find. 

All the time the immigration officers were 
coming in on the ranch every few hours 
checking to see if he had any wets in the 
haystacks or hidden in the bushes; if we 
hadn't been so busy it would have been 
funny to see them with their guns swinging 
on them and their billie clubs, about to pass 
out from the heat; many of them came from 
back in the Midwestern and Eastern States 
and naturally couldn't take this terrific heat; 
Tex and I felt different about them than 
many of our neighbors did. We considered 
they bad a job to do and were trying to do a 
good one, some of our neighbors took it per
sonally; thought the officers were only here 
to take their help away. They were certainly 
glad when orders came through for them to 
move out. They didn't find it much cooler 
where they went as the heat wave was all 
over the country. 

Anyway the whole thing was misrepre
sented; we had no social problems here with 
the wets. As far as they being diseased and 
bringing dreaded sickness to our country, 
that is false, as the men had to be pretty 
hardy individuals to withstand all the hard
ships they have to go through. Many of the 
men passed here for years and they never 
gave us any trouble; we n~ver had anything 
stolen or harmed in any way. In the other 
valleys there were many robberies and bur
glaries, supposedly committed by the Mexi
cans. The Mexicans were good alibis. Well, 
enough said about the :wetback situation. I 
only hope the farmer isn't made to pay a 
heavy fine in case he can't get help in the 
fut ure; if we should go to war, all the farm
ers will be required to produce more, and 
we'll need labor from any source. It is a sit
uation that needs a lot of thought before 
any action is taken. Do hope this situation 
can be handled in the futu~e more to every
one's satisfaction and without a standing 
army to do it. My, how I have spun my say. 
But anyway, I do wish there had been a little 
more factfinding done before the methods 
used were tak en to do the job. 

We expect you to visit us. We have plenty 
of room and would enjoy having you any 
time. During the next few weeks, before 
school starts, would be a good time; it's hot 

outside, but not much worse than in other 
States. Our house is always nice and cool, 
due to our wonderful air conditioner. Harold 
and Tex still are amazed at the shooting abil
ity of General Swing. There are many doves 
coming in already; it will probably be good 
shooting again this year. 

We have had little wind and rainstorms 
here every afternoon for several days; it has 
done a lot of damage to the alfalfa seed 
crops; so far it hasn 't done too much damage 
to ours as yet , as ours is late; only turned 145 
acres to seed this year as the price hasn't 
been what it should be to make much on. 
There's such a ga mble on a seed crop. You 
a lways have Mother Na ture to plan on, she 
always plays her tricks just at the worse 
possible time and many times gets your en
tire crop; we have h ad heavy losses from 
rain and wind for the past 3 years. 

I have taken the money you and General 
Swing gave me to buy a gift for our little 
Mexican girl, and bought her a silver cake 
server and had your name and that of the 
general's engraved on it, and it will always 
be one of her most prized possessions. She 
got married last August and is expecting this 
September. We were fortunate in securing a 
6-month contract on her husband, who has 
been with us for 6 years. She can stay with 
her sister in Mexicali and it isn't too bad; 
at least we know she will be well taken care 
of, as we have a very good doctor for her. 
She is like a daughter to us, only more in 
need of us as she has been orphaned so 
long. Her wedding clothes were beautiful 
and she was a very pretty bride to be proud 
of. Hope our Brenda can grow up to be as 
good and sweet as . Vehenia. 

Tex came in a while ago and really got a 
kick out of this book I have written. Did 
not mean to run an edition of South Gila 
News, but guess I am enjoying the much
needed practice on my typewriter. I have 
not used one for many years, and this one is 
about as old as I am. The combination, as 
you can see, is terrific. 

Tex got his deer, elk, and antelope last 
fall. We have been too busy to do any fish
ing this year. Hope to go to San Diego before 
too long to go out for yellowta il to put in 
the freezer for this winter. 

To get through this letter will be almost 
as bad as being a lawmaker in session dur
ing a filibuster. 

Will expect you and the family to p ay 
us a visit in the near future. Let us hear 
from you again soon. 

HELEN THOMAS. 

Mr. Speaker, so goes the letter. The 
idea is to keep people from breaking the 
line of march, be it from hunger, for 
food on grocery store shelves, as the 
gentleman from North Dakota [Mr. BUR
DICK] described it, or from lack of labor 
[as Mrs. Thomas warns], to save crops. 
Farm folk, like mountaineers~ pioneered 
this country, Mr. Speaker. They are 
tough and courageous, as befits Ameri
cans. The line of march we have to 
watch. It must not break. That is our 
job. 

The reference to General Swing? As 
Sixth Army commander, he hosted my 
inspection trip. We went shooting be
fore dawn, on our t ime, not on Uncle 
Sam's. 

Some 23 years ago, Tex rolled into 
Yuma like a tumbleweed, stone broke. 
Mrs. Thomas taught school. They mar
ried. America has been good to them. 

MEDICAL SERVICE IN THE VET
ERANS' ADMINISTRATION 

Mrs. ROGERS of M a ssachusetts. Mr. 
Speaker, I ask unanimous consent to ad-
dress the House for 1 minute and to 

revise and extend my remarks and in
clude therein a part of an article in the 
American Legion Weekly bY Dr. Charles 
W. Mayo of the Mayo Clinic. 

The SPEAKER. Is there objection to 
the request of the gentlewoman from 

· Massachusetts? 
There was no objection. 
Mrs. ROGERS of Massachusetts. Mr. 

Speaker, the article was written by Dr. 
Mayo. He speaks of the extremely fine 
medical service that has been developed 
in the Veterans' Administration. At the 
end of the article Dr. Mayo says: 

"Part of my pride is patriotic; I am proud 
that my country and the men of my pro
fession have not forgotten in peace and 
security the awful obligation we placed on 
millions of boys and young men in the 
prime of their lives, when they stood be
tween ourselves and national ruin, and stood 
well. It is fitting in time of peace, that if 
they now stand on the brink of ruin through 
failing health, we as a Nation do not en
tirely forget them. 

If sometimes we judge them it would be 
wise to use no d ifferent yardstick than we 
used to judge them when we set them apart 
to bear our battles. 

· On yesterday we had the privilege of 
meeting the Viscountess Genevieve de 
Galard-Terraube, the nurse who has 
been called the Angel of Dien Bien Phu. 
Again this afternoon at the French Em
bassy I saw her when I presented in be
half of the Department of Massachusetts 
American Legion Auxiliary, of which I 
am a member, a distinguished service 
medal for heroism above and beyond the 
call of duty. She saw the need for sav
ing thousands of lives in the midst of 
terrible danger. She saw the need for 
trying to rehabilitate the veterans. She 
is an inspiration and a lesson to all of us. 

The resolution passed by our Massa
chusetts Legion Auxiliary is as follows: 

JULY 19, 1954. 
Lt. Viscountess GENEVIEVE DE GALARD

TERRAUBE, 
French Embassy, Washington, D . C. 

DEAR Mrss GALARD-TERRAUBE: At the 35th 
annual convention of the American Legion 
Auxiliary, Department of Massachusetts, held 
at the New Ocean House, Swampscott, June 
3 and 4, it was unanimously voted to adop-t; 
the following resolution: 

"Whereas Lt. Viscountess Genevieve de 
Galard-Terraube won worldwide praise for 
her heroic work as the only nurse and woman 
to remain with the beleaguered fortress a1i 
Dien Bien Phu; and 

"Whereas this nurse has been affection
ately and gratefully referred to as the Angel 
of Dien Bien Phu for her devotion to the 
hundreds of wounded French Union soldiers 
during the fierce shelling and assault on this 
outpost in Indochina: Be it 

"Resolv ed, That the American Legion Aux
iliary, Department of Massachusetts, express 
its admiration and affection to this heroic 
nurse who spent 51 days with the suffering 
and wounded in the 15,000-man garrison be
fore its final collapse; and be it further 

"~esolved, That this convention present to 
Lt. G-enevieve de Galard-Terraube the aux
iliary's dis~inguished award for outstanding 
h~roism for her courage and constancy to her 
fellow man." 

Massachusetts Auxiliary members wish to 
expre~s their admiration and respect for your 
devotwn far beyond duty in the cause of 
humanity and your fellow man. 

Sincerely yours, 
ADELAIDE L. FITZGERALD, 

Secretary-Treasurer. 
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OUR RELATIONS WITH PANAMA 
The SPEAKER pro tempore <Mr. CAN

FIELD) . Under the previous order of 
the House, the gentleman from Florida 
[Mr. SIKES] is recognized for 30 min
utes. 

Mr. SIKES. Mr. Speaker, the welfare 
of the United States makes it impera
tive that we maintain close, friendly re
lations with our fellow freedom-loving 
nations. Our ties with the nations in 
this hemisphere are particularly strong 
and of special importance. Among these 
countries the Republic of Panama oc
cupies a special place. In George Or
well's book Animal Farm he related how 
one of the basic rules adopted by the 
animals and painted on the side of the 
barn originally read, "All animals are 
equal." This was later amended to read, 
"All animals are equal, but some are 
more equal than others." Our relations 
with all nations are important, but some, 
such as our relations with Panama, are 
more important than with others. Why 
is this so? First, of course, is the Pan
ama Canal; secondly, the strategic im
portance enjoyed by Panama aside from 
the canal; and, thirdly, the fact that 
Panama serves as a showcase wherein 
the United States demonstrates to the 
world how it can deal fairly and equi
tably with a small nation even though 
major issues of our national welfare are 
involved. 

The importance of the Panama Canal 
to the United States is a matter that 
never should be forgotten or ignored, 
even though it is a natural human tend
ency to take it for granted as long as 
the canal functions smoothly. To real
ize its importance, we only have to turn 
the clock back 50 years to a time when 
the construction of the Panama Canal 
by the United States Government had 
just begun. Ships sailed an average of 
5,000 miles more between ports than they 
do today. Many of the now existing 
busy harbors of the world were quiet or 
unknown and -a hopeful and impover
ished young nation of Panama was cen
tering its hopes for security and its fu
ture as a nation on the successful com
pletion of a ship canal between the two 
great oceans. The intervening years 
have seen 225,000 ships of all types and 
sizes pass through the canal on missions 
of peaceful commerce or war. Approxi
mately 900 million tons of cargo have 
been shipped through the canal since its 
completion in 1914. The President of 
the United States, in a special message 
to Congress in January 1904·, gave one 
of the best summaries of the factors un
derlying the construction of the canal 
and its importance to the United States. 
This summary is as true today as it was 
when it was written 50 years ago. He 
said: 

The control, in the interest and tramc of 
the whole civilized world, of the means of an 
undisturbed transit across the Isthmus of 
Panama has become of transcendental im
portance to the United States. 

The course of events has shown that a 
canal. to connect the Atlantic and Pacific 
Oceans must be built by the United States 
or not at all. Experience has demonstrated 
that private enterprise was utterly inade
quate for the purpose; and a fixed policy, 
declared by the United States on many mem-

arable occasions, and supported by the prac
tically unanimous voice of American opin
ion, has rendered it morally impossible that 
the work should be undertaken by European 
powers, either singly or in combination. 

In all our range of international relations 
I do not hesitate to affirm that there is noth
ing of greater or more pressing importance 
than the construction of an interoceanic 
canal. Long acknowledged to be essential in 
our commercial development, it has become, 
as the result of the recent extension of our 
territorial domain, more than ever essential 
to our national defense. 

Although the canal is a vital link in 
our national defense, its long-range poli
cies and operation are closely tied to the 
requirements of world commerce. The 
opening of the canal gave a powerful 
boost to world trade. New routes· were 
opened, and formerly isolated areas were 
brought into the range of world markets. 
The development of manufacturing, 
mining, agriculture, and industry were 
stimulated in the United States and in 
other parts of the world. The canal has 
had a geat effect on raising the stand
ards of living and strengthening the po
litical ties among the nations of the free 
world, particularly those of the Western 
Hemisphere. Today, assisted by the 
canal, the freedom of rapid maritime 
movement of materials, products, and 
men is one of the greatest advantages 
that the freedom -loving nations hold 
against the monolithic and largely land
locked despotism of Russia and its satel
lites. Even our possession of a two
ocean Navy does not eliminate the neces
sity for speedy and economic movement 
of men and materials in wartime. If any 
conclusive evidence of this were needed, 
it was given during the Korean conflict. 
Although only a fraction of our Nation's 
military and economic strength was in
volved during fiscal year 1953, which was 
the last full year of conflict, 1,064 United 
States Government vessels, mostly cargo 
ships carrying supplies to the Far East, 
transited the canal. This is approxi
mately twice the number using the canal 
under peacetime conditions. From the 
logistical standpoint, the Panama Canal 
is today far more important to our Na
tion's welfare and defense and to world 
commerce in general than ever before 
in its history. It would have taken 1,000 
trains of 50 carloads each merely to haul 
the wheat which was shipped through 
the canal in fiscal year 1953; ~bile 2,300 
trains of 50 tank cars each would have 
been required to carry all of the petro
leum products shipped through the canal 
in the same 12 months. Even though 
the Korean conflict is now over, the sta
tistics for fiscal year 1954 show that there 
were 7,784 transits by big commercial 
ships, which is an increase of 373 vessels 
over the previous fiscal year. 

The magnitude and importance of the 
canal and its operation often tends to 
overshadow and partly conceal the im
portance of Panama aside from the 
canal. The geographical location of the 
Republic of Panama, its proximity to the 
United States and the fact that it is 
located at the natural crossing of routes, 
be they maritime, air, or land, between 
the two great oceans and the two Ameri
can Continents, insures the vital im
portance of good relations between Pan
ama and the United States even were 

the canal not to exist. The Republic of 
Panama lies at the heart of the Western 
Hemisphere; military experts agree that 
it is one of the principal keys in security 
of all the nations of these Americas. 
Were Panama to be lost to our side, its 
absence would be magnified out of all 
proportion to its size or population. 
However, Panama is on our side. Just 
as the United States, Panama believes 
in living peacefully with her fellow na
tions and composing her differences and 
problems in a peaceful manner. Fur
thermore, Panama, like the United 
States, believes so wholeheartedly in the 
right to peace and freedom for itself and 
for other peoples that she is willing to 
fight at our side to maintain these rights 
should that be necessary. Panama 
stands with the United States in the 
United Nations and in the Organization 
of American States and in other inter
national bodies where her vote, voice, 
and prestige is just as large as those of 
nations many times her size. 

A fact not general1y known or fully 
appreciated is that Panama ranks fourth 
in the world in the number of merchant 
ship registrations. Panama has actively 
cooperated with the United States and 
the other free nations by adopting strict 
regulations prohibiting ships flying her 
flag from trafficking with the Commu
nist-dominated ports of Asia or the 
transfer of these vessels to Iron Curtain 
control. 

These measures have been adopted by 
Panama out of conviction of what is right 
although it has ·often been in detriment 
to Panama's immediate profit. Im
portant American investments in Pan
ama amounting to approximately $350 
million have been treated justly and 
fairly and American business and busi
nessmen are given equal treatment with 
Panamanians. 

Our good relations with Panama have 
not just happened. They have required 
and continue to require hard work, per
severance, intelligence, compromise, and 
a great deal of what is usually termed 
plain commonsense. On the Isthmus of 
Panama we have a vivid example of 
peaceful international living. It is the 
example of the largest and most power
ful nation in the world today living side 
by side with one of the smallest nations, 
peacefully resolving their common in
terests and problems, although they have 
widely divergent languages, social, racial, 
economic, and historic backgrounds. 
Our relations with Panama are a show
case example for the world to see. The 
other nations of Latin America and the 
smaller nations throughout the world 
watch our relations with Panama and 
judge us accordingly. There is nothing 
theoretical or remote about this exam
ple. It exists and involves the vital in
terests of both nations. Like all living 
things, it is dynamic, always moving, 
always changing, always developing. 
Our relationship with Panama is not 
something that takes place now and 
then and can be forgotten between 
times; it goes on night and day all year 
round, and has been going on every day 
since the Republic of Panama came into 
existence 51 years ago. The situation 
is indeed so far from being a textbook 
example, that it is doubtful if anyone 
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could deliberately set out to create a does it have the right to permanently 
theoretical problem in international re-. Shoulder the responsibility for the eco-. 
lations that would present a situation: nomic welfare of Panama. The eco
quite as full of complexities and poten- nomic independence of Panama from 
tial difficulties as exist on the Isthmus the canal is a definite goal for both na
of Panama and at the same time have tions. The technical assistance pro
the vision to see how the record of these gram ·of the United States is helping 
relations would be one in which both tremendously in this regard. It is show
Panama and the United States can take. ing fruitful progress in the fields of agri
justifiable pride. The record, in fact, culture, civil aviation, education, public 
of the relations between Panama and health, and social services. The success 
the United States has been excellent. of this program, in addition to fostering 
Differences and frictions exist but they economic and political stability in Pana
could not help but exist. Some of the rna and eliminating many points of pas
differences of the past have been solved sible friction between our two countries, 
or eliminated, others continue, and un- has the additional value of simplifying 
doubtedly as time goes on new ones will the problem of supplying the isthmus in 
arise to be solved in their turn. At pres- case of war. 
ent, formal talks are going on between The Panamanian currency, the hal
the two countries to try and resolve boa, is so tightly pegged to the United 
some of the outstanding problems. In States dollar, the Panamanian economy 
my own opinion, the points of friction so closely entwined to ours, that any 
that at times may loom so large between economic improvement effected in Pan
us do so only because they stand out ama is virtually an improvement in the 
in contrast to the existing smooth level economy of the United States. 
of everyday comprehension and collabo- Panama today has a strong, dynamic 
ration. and democratic President, Jose Antonio 

Panama, exerCismg her sovereign Remon, whose administration has care
right to enter into treaties, granted the fully observed individual rights and the 
United States the control and jurisdic- freedoms of speech and press, while at 
tlon over the Canal Zone, and has since the same time has severely restricted any 
cooperated with the United States and attempt by the Communists to further 
its agencies in the Canal Zone. The or- their criminal aspirations. We should 
dinary operation of the canal and the assert our~elves to keep the good will of 
activities of the residents of the Canal this administration and of the large rna
Zone require a constant flow of people, jority of Panamanian people who sup
vehicles, goods, and communications port it. 
across the open boundaries between the In closing, I wish to reiterate that the 
zone and Panama. Many of the em-
ployees of the canal reside in Panama. scope, the variety and the complexity 

of our relations with Panama cannot be 
Panama's attitude, its cooperation, and overemphasized. The large fund of 
good will have prevented possible delays, . good will, understanding, and friendly 
harassment, annoyance, and injury that collaboration existing between our two 
could seriously hamper the efficient nations cannot be too strongly stressed. 
operation and defense of the canal. 

The United states in return has con- The progress and the ideals of the free 
world, as well as the safety and the effi

tributed much to Panama. It developed ciency of the canal, are matters that are 
the cities of Panama and Colon into close to the hearts of both Panama and 
healthy, livable communities. It has the United States. They are of vital in
contributed to Panama's half century of terest to both of us. The working of 
progress by large payrolls paid to Pana- our relationship is closely watched by 
manians employed in the Canal Zone, the world and it is squarely up to both 
heavy purchases of Panamanian goods the United States and Panama to demon
by the canal, its employees, and asso- strate their nobility and the largeness 
ciated defense forces. The United 
states has built highways, donated of their spirit of compromise and good 

will under the close scrutiny of both 
scholarships, and provided many direct their friends and their enemies. That 
aids. While Panama imported last year we will su~ceed in doing so is fore-or
$55 million more than she exported, 
about $40 million to $45 million of this dained by our 50 years of success in the 
difference came to Panama through past. 
goods, services, and labor sold in the 
Canal Zone. The remaining $10 million 
to $15 million of the difference was large
ly taken up by what economists call 
invisible exports in the form of expendi
tures by tourists and transients attracted 
to the isthmus by the canal, and in goods 
and services sold to ships transiting 
the canal. 

As can be seen, a very large proportion 
of Panama's national income is derived 
from the canal and itS activities. Both 
Panama and the United States recognize 
the existence of this situation and both 
nations wish it were not so. On one 
hand, it places Panama's economy in 
jeopardy of factors over which it can 
have no control, while on the other hand, 
the United States is not in a position nor 

NATIONALISM VERSUS INTERNA
TIONALISM 

The SPEAKER pro tempore. Under 
the previous order of the House, the gen
tleman from Ohio [Mr. FEIGHAN] is rec
ognized for 20 minutes. 

Mr. FEIGHAN. Mr. Speaker, now
adays one hears a great deal of talk 
about internationalism-especially the 
various foreign brands, the advocates of 
which are seeking to try to peddle their 
wares on the American scene. On the 
other hand, one hears very little about 
nationalism which forms the very basis 
of healthy internationalism. In an effort 
to do my part to bring some reasonable 
order out of the high degree of chaos 

and confusion which now surrounds the 
basic question of Nationalism versus In
ternationalism I have written an analyt
ical article on the subject which appeared 
in the spring edition of the Ukrainian 
Quarterly. While this article will fail 
to bring any applause or favorable com
ment from the followers of the Russia 
first movement in the United States, 
particularly the containment branch of 
the movement headed by the former 
diplomat, George Kennan, I do feel the 
contents of this article will provide en
joyable reading for all those who believe 
in a free way of life which is so well 
symbolized by the American way of life. 

For those who today are studying the 
technical aspects of Kennanism-not to 
be confused with Leninism-! believe 
this article will be very helpful to them 
in reaching a clear understanding of 
just how impractical and unworkable 
the theory of containment really is. We 
can all see how the present day applica
tion of the theory has caused us to lose 
more and more of the free world to Com
munist slavery. It is about time we be
gan using old fashioned, American po
litical horsesense before it is too late. 
Therefore, I wish to read to the Mem
bers of the House my article. I quote: 

NATIONALISM VERSUS INTERNATIONALISM 
(By MICHAEL A. FEIGHAN, Member of United 

States Congress) 
The subject of nationalism versus inter

nationalism has been a topic of heated de
bate for well over half a century. Volumes 
have been written on the subject. Political 
parties and ideological movements have. 
based their platform on one or the other 
side of this issue. Yet today there is great 
confusion and misunderstanding on just 
what these political terms mean. That is-
there is great confusion in the non-Com
munist world in general and among a con
siderable element of the non-Communist 
intellectuals in particular. It can be said 
with certainty that this confusion does not 
exist in the ideological Marxist camp or 
among its multicolored agents. 

This confusion results mainly from a per
version of both political terms which has 
taken place in the last quarter of a century. 
The unhappy practice of fixing an evil and 
all inclusive meaning to words, a practice 
which received unusual impetus during the 
World War II, has also added to this con
fusion. In this atmosphere the advocates 
of Marxism have been enjoying an undis
turbed political holiday. Their formula for 
maintaining an unchallenged right of way 
is to occasionally stir up the false beliefs 
they have created about nationalism while 
devoting a constant effort at promoting the 
type of internationalism best calculated to 
lead the way to world communism. 

There is a healthy nationalism and a 
healthy internationalism-both of which 
are mortal enemies of Marxism in any form. 
~en they are healthy they in no way con
flict with one another, but in reality com
pliment each other. Properly nurtured and 
exploited ·these two political forces could 
lead the way in lifting the heavy chains of 
Russian communism which now enslave a 
minimum of 29 nations and part of 4 other 
nations. 

As a first step we must understand the 
component parts of healthy nationalism. 
The term "nationalism" is derived from tne 
related to the term "nation." The nation 
is best defined as a people having a common 
and distinctive heritage, culture, tradition, 
folklore, and language which is supported by 
a geographical contiguit.y. When these basic 
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factors are stimulated 'by ·one or ·several ·or 
the great inspirational forces of religion, free
dom, or independence, the flower of nation
hood blooms. Healthy nationalism places 
loyalty to one's nation very high on the scale 
of human values. In a popular sense it is 
best described by the inspiring phrase "Love 
of God and country." 

The American Revolutionary War which 
gave birth to our Nation has long been re
garded as the first major demonstration of 
healthy nationalism. The deep polit ical im
pact upon the world of our victorious strug
gle for national independence caused histo
rians to refer to the 19th century as the 
"century of nationalism." We as a nation 
and the policy we pursued_ in the conduct Of 
our foreign affairs, from the birth of our 
Nation up to 1920, associated our destiny 
with the forces of nationalism at work in the 
world. We had nothing in common with the 
imperialists or the autocrats of that period 
and in reality we were coveted by all of them. 
Standing as the solitary republic in a world 
divided by empires which constantly sought 
to extend their realm, we survived and grew 
to our present stature in the world aren~ ·by 
supporting the forces of healthy nationalism. 
The Monroe Doctrine is a classic example of 
the manner in which our foreign policy 
welded the forces of nationalism against the 
predatory schemes of empires. _ 

World War I opened at a point in hi~tory 
when nationalism was the· most compelling 
force in world politics. The· era of empires 
was coming to a close as the popular de
mands of the many nations bound within 
them called out for national sovereignty. 
The Russian Czarist Empire, appropriately 
called the prison of nations, was seething 
with discontent. The Austro-Hungarian 
Empire had already made many concessions 
to the various national elements within the 
realm in an effort to stem the tide. The 
Ottoman Empire was tottering from the 
same internal pressures. As the war pro
gressed into its final stages it became in
creasingly apparent that the demands of 
nationalism would have to be faced up to 
in the postwar settlements. It was in these 
circumstances that President Woodrow Wil
son advanced the political principle of na;. 
tiona! self-determination as the only just 
formula for bringing order out of the ruins 
of those broken empires. It is important to 
note that Wilson, in taking this position, 
acted in accord with the basic principle 
which had guided our foreign policy for over 
140 years. 

Even before the end of World War I na
tional independence movements sprang up 
throughout central and eastern Europe and 
Eurasia. The non-Russian nations of the 
Russian Czarist Empire, long held captive 
by the autocrats of Muscovy, lost no time in 
proclaiming their national independence. 
The Ukrainian nation, the largest of these 
captive nations, was in the vanguard of this 
movement. By the time ·the statesmen of 
the great powers gathered in Paris for the 
peace conference, the era of empires was 
dead and had already been replaced by the 
young but vigorous era of national 
sovereignty. 

But that golden era which held so much 
hope for suffering mankind was short lived. 
President Wilson soon learned that the Eu
ropean statesmen were unconcerned with 
the popular movements supporting his prin
ciple of self-determination. They were more 
concerned with settlements based upon pow
er politics, the cornerstone of which called 
for the establishment of a cordon sanitaire 
in eastern Europe. While paying lipservice 
to the program advanced by President Wil.;. 
son, the European statesmen· reshaped the 
map of central and eastern Europe· to · fit 
their selfish and shortsighted notions of 
contemporary ·peace. 
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The peace settlements folloWing World 
War I set the stage for the events which 
inevitably led the Western World to its pres
ent precarious position. In the period be
tween the great wars, the United States pur
sued a policy of isolationism. The hard dis
appointments brought about by the power 
.politics settlements aft.er World War I played 
a major role in the establishment of that 
policy. Meanwhile the Bolsheviks had es
tablished total power in Moscow. After ere:. 
·ating the Russian Federated Socialist Re
public of Soviets they then embarked upon 
·a series of aggressive wars to defeat and 
absorb the non-Russian nations situated 
east of the newly erected ·cordon sanitaire. 
They were engaged in those aggressive wars 
as late as 1923. It is an established fact 
that the Bolshevik masters of Muscovy met 
with all-out resistance from the people of 
the reborn non-Russian nations which 
sprang up upon the ruins of the feudal 
Czarist empire. War in the traditional sense 
was not in itself sufficient to put down the 
spirit of national independence which swept 
.like Wildfire from the Baltic Sea to the areas 
east of the Caspian Sea. The brutal tactics 

·of forced starvation, forced population trans
fers and the vast network of slave labor 
camps followed quickly on the heels of the 
Russian occupation of these reborn nations. 

It was in these circumstances that the 
masters of the Kremlin announced to the 
world in 1922 the formation of the Union of 
Soviet Socialist Republics. After they had 
_managed by armed aggression and the crime 
of genocide to reestablish the largest por
tion of the Russian empire, they found it 
necessary to create a cover name in order to 
hide the terrible events which had taken 
place east of the European created cordon 
sanitaire. Moreover, the Muscovites were 
anxious to avoid the charge of a resurgence 
of Russian superracism and to retain the 
support of the advocates of world socialism. 
Thus the high-sounding and cleverly mis
leading cover of U. S. S. R. was launched in 
the international political arena. 

Shortly thereafter a new political force 
was injected into the same political arena_. 
It became known as national socialism, then 
as nazism, or fascism, and finally as super
·racism. Some astute political observers of 
.that period were quick to recognize the in;. 
herent anomaly in the political label "na
tional socialism." How was it possible to 
have the ingredients of nationalism and so
cialism mixed in the same political move
ment? Obviously it was impossible to mix 
two diametrically opposed political theories. 
It was not long before the one world propa
gandists worked out the formula to resolve 
the anomaly. ~ationalism equaled nazism; 
nazism equaled everything that was evil; 
therefore nationalism equaled everything 
that was evil. But what of socialism? By 
a queer turn of the propagandists' pen, so
~ialism became the bulwark of democracy. 
Socialism was the political system of the 
U. S. S. R.; therefore, the U. S. S. R. was a 
democracy. By this process the experts in 
the use of weasel words put an evil curse 
upon nationalism in any form, while at the 
·same time manUfacturing a dynamically 
effective cover for the Muscovite plan of 
:world conquest. 

We entered World War IT the victims of 
'this diabolical perversion of political terms. 
The same must be said about the other sov
·ereign nations of the west which entered the 
struggle against the Axis Powers. This ac
counts, in large measure, for our failure to 
develop a positive plan for the reconstruc.; 
tion of the postwar world alo~ truly demo
'cratic lines, with governments representative 
of the will of the people. In larger measure 
it accounts for the success of the masters 
of the Kremlin in extending their empire of 
ruthless control over 800 million people cov
ering an area encompassing almost one
thi.td of the earth's surface. 

·It is in this context that we can best un
derstand the new internationalism peddled 
by the multicolored agents of Moscow. 
Only a fool or the Ivory Tower Theoreticians 
will fail to recognize that the dominant 
school of internationalism operating in the 
world today is completely possessed by the 
Russian Communists. To be sure there are 
other schools of internationalism seeking 
adherents and supporters which are not at
tached to the Moscow orbit. Unfortunately 
none of these competing schools possess any 
real political dynamics of a magnitude com
parable to the Russian-Communist move
ment. Moreover, none of them are backed 
by aggressive military forces such as clearly 
.support the new internationalism promoted 
by the Muscovites in their age-long drive 
for world empire. 

From this analysis one might too quickly 
conclude that the Russian imperialists have 
discredited and killed off healthy national
ism and healthy internationalism. So far 
as healthy nationalism is concerned, just the 
contrary is the case. The chauvinistic 
practices of the Russians have tremendously 
increased healthy nationalism within the 
Russian-Communist empire. Within the 
past year the civilized world has had ample 
proof to support this contention. These 
two examples bear out the point. 

1. Shortly after Stalin was eliminated, 
Malenkov and Beria became engaged in a 

· life and death struggle for total power. 
Malenkov, a Russian, chose the course of 
supporting the historic cause of Russian 
superracism. Beria, a renegade Georgian, 
attempted to harness the powerful national
ist force of the non-Russian nations of the 
U. S. S. R. to his side. Berta, as head of the 
dread secret police and commissar of the 
slave-labor system, certainly knew the most 

·dynamic political forces at work within the 
U.s.S.R. Since he was in a life and death 
struggle,. he naturally wanted :these forces 
in his camp. Malenkov on the other hand 
was the darling of the Russian bureaucracy 
and he had to cast his lot with traditional 
Russian superracism. This struggle raged 
for months during which time Beria was re
placing the Russian procounsuls in the non
Russian nations with natives of those na
tions. To b"e sure those natives were tied 
to communism but they opposed Russian 
domination of the affairs of their nation. 
Beria came very close to winning that strug
gle--the effect of which might well have 
caused a great revolutionary outbreak 
throughout the U. S. S. R. Only a deal be
tween the Russian bureaucracy and the 
leaders of the Red army saved the day for 
Russian superracism. Beria was arrested 
by the Red army and executed, but the seeds 
of internal revolt were increased in conse
quence of his struggle for power. 

2. This year marks the 300th anniversary 
of the Treaty of Pereyaslav-the instrument 
by which the Russians enslaved the Ukrain
ians. The Russians are using this occasion 
for a never-ending series of pronouncements 
and celebrations, all of which seek to prove 
that the Russians are the true friends of 
the Ukrainians. The official announcement 
of the Kremlin inaugurating these celebra
tions admitted that every decent Ukrainian 
down through history had struggled for the 
goal of national independence. It also 
claimed that the Ukrainian nation had 
finally attained its age-long struggle for na
'tional lndependence--"thanks to the Rus~ 
sians and the Communist Party." But what 
kind of national independence? They define 
it as national in form and socialist in sub
stance. This of course· means no independ
ence at all. However, it is important to note 
the manner in which the Muscovites are 
'85Sociating nationalism with socialism. This 
1s most reminiscent of the tactics of Adolph 
Hitler. 
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Healthy nationalism is very much alive ~n 
the world today. It is more vigorous within 
the Russian Communist empire than else
where in the world. This fact must be 
understood and exploited by the leaders of 
the free world if we are going to have peace 
and freedom throughout the world while 
avoiding world war III. 

Unfortunately the same cannot be said 
about healthy internationalism. Interna
tionalism as a theory and as a political prac
tice has been thoroughly infected by the 
goals of world Marxism. The Russian Com
munist conspiracy has taken over the leader
ship in this field. Movements free from t~is 
infection have neither the internal dynamics 
nor the military support necessary to offset 
those sponsored or controlled by the Russian 
Communists. 

But we can build a healthy international
Ism and one that would be far more power
ful in the political arena than the Moscow 
brand. To accomplish this goal we must 
understand healthy nationalism. Then we 
must foster and support it as a counteract
ing force to world communism. Having done 
this we will have taken the first step in cre
ating a healthy internationalism. 

The second step in this process calls for 
the development and support of free regional 
federations. These regional federations 
would be comprised of a number of sover
eign and independent nations which freely 
elected to become party to the regional fed
eration. The economic, political, and secu
rity advantages of the regional federation 
concept would lead the way in gaining the 
support of the member states. 

This pattern is completely consistent with 
the Charter of the United Nations. Indeed 
it springs from the basic idea which created 
the Association of American States which 
stands as a regional arrangement of the na
tions of the Western Hemisphere. 

It is a sound pattern because it recog
nizes that healthy internationalism must be 
based upon full recognition of healthy na
tionalism. Moreover, it supports a political 
p".:. llosophy which is consistent with the 
American way of life and therefore the an
tithesis of world communism. 

LEST WE FORGET 
The SPEAKER pro tempore. Under 

the previous order of the House, the 
gentleman from Indiana [Mr. MADDEN] 
is recognized for 30 minutes. 

Mr. MADDEN. Mr. Speaker, while 
the 83d Congress has been in session, I 
have made several visits to my home dis
trict in the Calumet region of Indiana. 
On these visits I met a great number of 
friends and constituents who inquired 
about legislation before the Congress. 
I have also received a great number of 
letters from people back home and 
throughout Indiana who are very much 
concerned regarding our economic con
ditions and entanglements which might 
lead to another war. 

We are living today in the most critical 
period of our Nation's history. Atheistic 
communism by reason of its expansion 
during the last 40 years is the sole reason 
for the dark clouds on the horizon today. 

We have learned that the leaders of 
this godless ideology will resort to any 
method of conspiracy, treachery, mass 
murder, and slave labor camps to reach 
its goal for world domination. As 
chairman of the Katyn Forest Mas
sacre Committee during the 82d Con
gress, I heard witness after witness testify 
regarding the barbarism and treachery 
the leaders o! communism will use 

to exterminate religious freedom and 
independent thought in the lands that 
come under their domination. As a 
member of the Special Congressional 
Committee Investigating Communist Ag
gression in this session of Congress, I 
have helped record testimony revealing 
the criminal minds of the leaders of the 
Kremlin in carrying out their barbaric 
program for the eventual enslavement of 
nations throughout the world. The un
fortunate fact is that the millions of 
people in the free countries are not 
aware of the unspeakable brain washing 
and torture inflicted on the leaders and 
citizens of captive nations. When our 
final committee report is released we will 
ask the Congress to print millions of 
copies in various languages for distribu
tion to people in free nations. Truth is 
the most effective weapon to curtail and 
defeat communism. 

Soviet propaganda has convinced mil
lions in European countries outside the 
Iron Curtain that religious freedom 
exists under Communtt;t rule. Nothing 
could be further from the truth. Nu
merous priests, ministers, rabbis, and 
religious leaders testified before our con
gressional committee revealing the per
secution and torture of leaders of all re
ligions. Communism and religion can
not exist together. 

One of the most important tasks the 
governments of the free nations have 
today is to bring true information 
regar ding the scourge of communism 
to the minds of millions in countries 
who up to now have escaped the Soviet 
yoke. No human being who loves free
dom could willingly be a Communist if 
he knew the true facts regarding the 
physical and mental slavery which it im
poses on the people. 

AMERICAN FREEDOM 

The real strength of America is cen
tered in its people. Their loyalty, pa
triotism, high standard of living, and 
security for the family and home are all 
solid barriers against communism. The 
human factor in our economy is the 
bulwark of democratic government and 
our first defense against communistic 
slavery. 

"TRICKLE DOWN ECONOMY" 

Communism cannot thrive in a land 
where government is dedicated to better 
homes, expanding educational facilities, 
higher wages and good working condi
tions. Any government whose constant 
aim is the progress of human welfare 
will never fall. Back in the lush 1920's, 
we experienced national leadership 
which disregarded the human element 
and worshipped at the shrine of real 
estate and stock market speculation
creation of large holding companies and 
a nationwide drive to make business 
bigger and more profitable. The mil
lions of little people including the wage 
earners, farmers, and small business 
were forgotten. Our Nation's purchasing 
power diminished to an all time low. 
Farm prices dropped, banks, factories, 
and mills closed, and financial panic 
struck. Millions of homes and farms 
were foreclosed and 14 million men were 
unemployed. 

In 1931 and 1932, Communist agita
tors were active in the industrial areas 

of America and they made great prog
ress. Riots incited by Communists took 
place at relief stations and employment 
offices. Discontent, disunity, and de
fiance of law and order were rampant. 
That unfortunate period should serve 
as a warning that our Government might 
not survive another depression. 

In a few days the Congress will ad
journ and it is in order to review what 
progress the new Republican adminis
tration made toward providing an econ
omy which will curtail Communist agi
tators by expanding security, content
ment, and prosperity to millions of our 
citizens. 

THE NEW ADMINISTRATION 

On January 3, 1953, the Republican 
leaders took over control of our Gov
ernment. This was accomplished by 
reason of the most highly financed polit
ical machine and advertising campaign 
in the history of presidential elections. 
A great international military leader 
was dramatized into a political victory. 
Upon assuming control of office, the peo
ple soon discovered that the new ad
ministration policies were blueprinted 
by Secretary of Defense Charles Wilson 
of General Motors, Secretary of the 
Treasury Humphrey of the banking in
terests and Secretary of Commerce 
Weeks of the manufacturing interests. 
This trio of Cabinet officials has been 
and is the policymaking brain trust 
which has succeeded in partially turn
ing back the clock of economic progress 
25 years. This group of reactionary 
statesmen has refreshed the minds of 
millions who had forgotten the 1920 
administrations when Secretary of the 
Treasury Andrew Mellon was the eco
nomic guide for three Republican Presi
dents. The total disregard for the hu
man element in government during that 
period led us directly to the devastating 
depression from 1929 to 1933. 

OIL GIVEAWAY 

First. The first major legislation our 
new Republican trio of leaders engi
neered through the Congress and en
acted into law was the tidelands oil 
giveway. The oil monopolies met defeat 
for over 10 years in their effort to se
cure access to these vast Government 
oil reserves estimated at upwards of 
$70 billion. Former President Truman 
vetoed this oil giveway on two occasions. 

Second. The utility and power inter
ests have finaHy succeeded in under
mining the independence and scope of 
TVA which produces electricity and 
power at reasonable rates for millions. 
Two days before the last election Can
didate Eisenhower wired the Knoxville, 
Tenn., News-Sentinel: 

If I am elected President, TV A will be oper
ated and maintained at maximum efficiency. 

Last winter in a public utterance 
President Eisenhower termed TVA as a 
form of creeping socialism. The utility 
monopolies have already taken steps to 
control our future power developments 
in the great Northwest. 

ATOMIC GIVEAWAY 

The taxpayers of the United States 
through their Government have invest
ed over $12 billion in the development of 
atomic energy. Many millions more will 
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be spent by our Government before any 
return of this investment in the form of 
peacetime benefits is realized. 

An elect ric power monopoly known as 
the Dixon-Yates combine, is now nego
tiating with the Atomic Energy Com
mission on contracts to take advantage 
of this great investment of the American 
taxpayer. The astounding fact in this 
connection is that the President has sug
gested the Atomic Energy Commission 
enter negotiations for a contract not 
only involving atomic energy .but also 
electric power. Although atomic peace
time development is in its infancy, the 
power monopolies demand now to get 
under the atomic giveaway tent before 
the people speak by ballots in the No
vember congressional elections. 

This legislation was delayed until the 
closing days of the session. The leader
ship was careful that the Members of 
Congress not be given full time to study 
and consider this complex bill, consisting 
of 104 pages. The bill was called for 
debate at 10 a. m., Friday, July 23, and 
the House was kept in continuous session 
until 3:15 a. m., Saturday, July 24. 
While the bill was under consideration 
the Republican leadership pressured ad
ditional shackles on the public's own
ership in atomic patents and discoveries 
by enacting an amendment disregarding 
all safeguards against atomic patent mo
nopoly. 

An amendment offered to the bill 
which would give the Atomic Energy 
Commission authority to charge a license 
fee based on percentage of profits so as 
to give the taxpayers some protection on 
its $12 billion investment was rejected by 
an almost unanimous Republican vote. I 
shudder to think of the newspaper head
lines and what some radio commentators 
would say if ex-President Truman and a 
Democratic Congress sponsored a give
away of this magnitude. 

A group of Democratic Senators, with 
the help of Senator WAYNE MORSE, for 
2 weeks have been making a valiant 
fight in, the Senate to halt this atomic 
giveaway bill. 

RECIPROCAL TRADE 

One of the main reasons for our eco
nomic reversal in the last 18 months has 
been the opposition of Republican leaders 
for extension of reciprocal trade agree
ments. Exports have fallen sharply in 
key farm and industrial commodities. 
Exports in wheat and cotton were down 
40 percent since January 1, 1953; meat 
exports were down 23 million, or 17 per
cent, in the same period. 

The RECORD shows that 32 Democratic 
Senators voted for a 3-year extension 
of reciprocal trade treaties, but the bill 
was defeated by solid Republican oppo
sition. The falling off of our interna
tional trade is typical of traditional Re
publican foreign trade policy. 

FIFTEEN BILLION DEBT INCREASE 

Four days before Congress adjourned 
in July 1953, the House Republican lead
ership appeared before the House Rules 
Committee insisting that the national 
debt limit be increased $15 billion. Th•ey 
contended that if the increase was not 
granted Congress would be recalled in 
special session in October of last year. 
The House approved the increase against 

Democratic opposition, but the Senate 
Finance Committee rejected same. A 
year has passed, and -Secretary of the 
Treasury Humphrey has succeeded in 
paying Government obligations with
out the 15 billion increase. Secretary 
Humphrey's tight-money policy and in
creased interest rate has also proven to 
be one of the major fiscal mistakes of 
this administration. It has drained bil
lions from the purchasing power of mil
lions and has been one of the major 
reasons for our national unemployment. 
The demand by Secretary Humphrey in 
July 1953 to increase the national debt 
by 15 billion was astounding as the pub
lic only 9 months befo-re heard Candi
date Eisenhower and Republican leaders 
state that if elected they would reduce 
our national debt. The fiscal year end
ing June 30, 1954, revealed our national 
debt increased $5,188,554,000. 

LUMBER GIVEAWAY 

A few days before adjournment last 
July the Republican leadership spon
sored another giveaway bill demanded by 
the lumber interests. This bill would 
have given the lumber interests the op
tion of exchanging acre for acre cut
over lumber areas for timber lands in 
our virgin national forest preserves and 
parks. The present law provides for a 
fair appraisal and cash payment by the 
Government. I opposed this bill in the 
Rules Committee and also on the floor 
of the House where it was defeated. The 
Izaak Walton League and a number of 
national wildlife and conservation or
ganizations aided greatly in defeating 
this legislative giveaway. 

VETERANS 

The leaders of all national veterans' 
organizations can testify as to the de
plorable results which they have ob
tained in their fight for necessary legis
lation in behalf of the Nations' veterans. 
In fact, the disabled and hospitalized 
veterans over the country have already 
felt the adverse effects resulting from 
the false economy which this Adminis
tration has inflicted on the Veterans' 
Administration. The Republican leader
ship held up consideration of H. R. 9020 
for weeks and kept same from being de
bated and voted on by the House of 
Representatives. This bill would have 
given necessary increases in monthly 
rates of compensation and pensions to 
certain veterans and their dependents. 
The fate of the veteran in the 83d Con
gress is in direct contrast to the opulent 
generosity extended to the oil, power, 
lumber, and mining monopolies. 

LABOR 

AI! voters in the fall of 1952 remem
ber the optimistic promises in the 
speeches of Candidate Eisenhower and 
his advisers to union labor and other 
working millions throughout America 
regarding necessary changes in the 
Taft-Hartley law. In fact, I hereby 
quote from a speech to the American 
Federation of Labor National Convention 
in the fall of 1952: 

I promise to remove the union busting 
provisions of the Taft-Hartley law and make 
it fair to labor and business while protecting 
the public interest. 

The 83d Congress adjourned without 
any serious effort being made by the ad-

ministration to carry out its campaign 
promises to labor unions and millions 
of workers in America. Former Secre
tary of Labor Martin Durkin's resigna
tion after 8 months in the Cabinet served 
notice to organized labor that this ad
ministration did not intend to enact its 
promises made in the 1952 campaign. 

AGRICULTURE 

Candidate Eisenhower, in his 1952 
speech at the national plowing contest 
at Kasson, Minn., and again on October 
4, 1952, at Brookings, S. Dak., pledged 
to retain the 90-percent parity support 
and, even more than that, to help the 
farmer "obtain his full parity, 100 per
cent, with the guaranty in the parity 
support of 90 percent." Had the candi
date for President and the Republican 
leadership told the farmers in 1952 that 
they would support Secretary of Agricul
ture Benson's farm program of flexible 
farm support and to "protect farmers 
only against undue disaster," millions of 
farmers in the Middle West would not 
have supported the Republican national 
ticket in the last election. Furthermore, 
in March 1953 the Republican-controlled 
House cut REA loans by $40 million, or 
42 percent; they cut funds for rural tele
phone loans by $15 million, or 23 percent. 
It is estimated that the book value and 
income of the American farmers has 
fallen $15 billion in the first 18 months 
of the Eisenhower-Benson farm policy. 

FARMERS AND LABOR MUST UNITE 

For years the Republican National 
Committee has succeeded in driving a 
wedge between the farmers of the Nation 
and union labor. This is an old politi
cal trick. Farmers and union members 
are beginning to realize that pros
perity for one means prosperity for the 
other. Their interests are interdepend
ent. When labor is prosperous: the 
farmer has a market for his products. 
When agriculture is prosperous, the 
farmer can buy what the mills and fac
tories produce. It is unfortunate that 
Republican politicians should seek to 
divide two great patriotic groups for 
votes. 

HIGH COST OF LIVING, TAXES, AND EDUCATION 

Everybody who listened to radio and 
television speeches by the Republican 
leaders in the 1952 campaign heard 
them state that the cost of living can 
and must be reduced. Today the cost 
of living has reached an alltime h igh. 
In fact, the Republican membership in 
the United States Senate by an over
whelming vote refused to appropriate 
money for a fact-finding investigation 
committee which would expose the prof
iteering on the consumer's dollar from 
the farm to the retail stores. 

The only substantial tax decrease was 
the one which took effect last January 
and was passed a year and a half before 
by a Democratic Congress and signed 
by President Truman. The tax reduc
tion bill sponsored by Secretary Hum
phrey meant very little to 90 percent of 
the taxpayers. The Democratic Mem
bers of Congress on a direct party vote 
came within 6 votes of raising the tax 
exemption from $600 to $700. This ex
emption if adopted would release two and 
three-tenths billion tax dollars into pur
chasing power annually. Tax windfalls 
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like the 27 percent depreciation allow
ance to oil companies is an ~xamp~e . of 
the trickle-down policy of thiS adimms
tration. 

Every educator in America now knows 
that the Republican promises in 1952 re
garding . education and school building 
expansion was nothing ~ore th~n a 
campaign promise. President Eisen
hower in 1952 stated 1,700,000 children 
are without adequate school facilities 
and if he were elected immediate 
Federal legislation would be passed to 
remedy this condition. As of today, this 
campaign promise has been ignored, al
though the results of two investigations, 
one by the United States Office of Educa
tion and another by the National Educa
tion Association reveals that America 
needs 345 000 classrooms and that 1 in 
every 5 of our present school units is a 
firetrap. The deplorable scarcity of 
school teachers still exists. School 
te3.chers' salaries have not been ade
quately advanced and the Nation needs 
40 percent more grade teachers than are 
available today. 

Senator HILL, Democrat of Alabama, 
introduced an amendment providing 
for a small royalty from the tideland 
oil giveaway which, if pass.ed, wo~ld have 
provided sufficient mon~y to brmg the 
American schools up to modern stand
ards. This amendment was defeated by 
influence of the oil lobby and Republican 
votes. 

HOUSING, SLUM CLEARANCE, AND HEALTH 

Radio and television listeners in the 
1952 campaign heard Candidate Eisen
hower's promises on the necessity for 
adequate housing legislation. The 83d 
session of Congress flatly failed to enact 
a suitable housing program. No provi
sions were made to aid families living in 
slums and substandard dwellings, to rent 
or purchase low-priced homes. When 
the final vote was taken on the confer
ence report, July 20, the Republican 
membership of the House voted almost 
unanimously to reject Chairman 
SPENCE's motion to recommit the bill and 
to reinstate President Eisenhower's 
recommendation of 35,000 public-hous
ing units over a period of 4 years. Under 
the trick provisions in the housing bill, 
90 percent of the slum-clearance pro
gram is rejected. Fifteen f3tates are not 
qualified under the wording of the bill to 
secure any part of the small allotment 
for slum-clearance or public housing. In 
1953 the appropriation for the Health 
Department was reduced 19 percent. 

SOCIAL SECURITY 

The social-security program was en
acted by the Democratic Party in 1935. 
In the intervening period of almost 20 
years under Presidents Roosevelt and 
Truman the program has been expanded. 
Each effort to establish social security 
met with opposition by Republican Party 
leaders. In 1935, every· Republican 
member of the Ways and Means Com
mittee voted against social security. It 
was called a form of socialism. I am glad 
to report that the Republican Party in 
this session finally joined with the Dem
ocratic minority in adopting a social
security expansion program. The bill 
enacted by the 83d Congress was a step 

in the right direction although the cov
erage on both income and personnel 
should have been increased. 

CAMPAIGN ORATORY 

The full record of the failures of this 
Republican administration to carry ~mt 
its many 1952 "pie in the sky" campaign 
promises, cannot be told in one speech. 
In fairness to President Eisenhower and 
his great career of 37 years as a soldier 
and general, his administration record 
was blueprinted and formulated by the 
executive brain-trusters, Secretaries · 
Humphrey, Wilson, and Weeks. The 
first 2 years of the Republican New Look 
and dynamic crusade can best be sum
marized with a paraphrase from a 
Churchill idiom, ''never has so much 
been done for so few and so little for so 
many." 

YOUNG VOTERS 

Over 40 million young citizens voted 
in 1952 who were not old enough to re
member the last national Republican ad
ministra tion 22 years ago. The record 
of the last 18 months does not surprise 
older voters because they observed the 

· Republican trickle-down theory of econ
omy operate before 1932. Pioneers can 
remember that trickle-down theory re
sulted in panics or bad times at regular 
intervals since the Civil War. Mark 
Hanna, the party boss of 1900, used this 
policy as the backbone of Republican 
doctrine. If science and industry had 
made the same progress in the last half 
century as the leaders of the Republican 
Party, our economy would still be in the 
kerosene lamp and horse and buggy days. 

The first great statesman of modern 
times who fought and exposed the fallacy 
of this theory of governmental philoso
phy was the great commoner William 
Jennings Bryan. Fifty-eight years ago 
when he was nominated for President of 
the United States at the Democratic 
Convention in Chicago, he said, quote: 
[From William Jennings Bryan's Cross of 

Gold Speech, 1896] 
There are two ideas of government. There 

are those who believe that, if you will only 
legisla te to m ake the well-t o-do prosperous, 
their prosperity will leak t h rough on those 
below. The Democratic idea, however, h as 
been that if you legislate to m ake the m asses 
prosperous, their prosperit y will find its way 
up through every class which res ts upon 
them. 

OPERATIONS AND ACTIVITIES OF' 
GATT 

The SPEAKER pro tempore. Under 
the previous order of the House, the gen
tleman from Pennsylvania [Mr. SAYLOR] 
is recognized for 45 minutes. 

Mr. SAYLOR. Mr. Speaker, during 
the recent debate on th3 1-year exten
sion of the trade agreements program 
there was little or no opportunity, or in 
any case little occasion, to call to the 
attention of the House -the operations 
and activit ies of GATT; that is, the Gen
eral Agreement on Tariffs and Trade. 
No amendments could be offered to the 
1-year extension bill under the closed 
rule. There was therefore little or no 
point in discussing this vital aspect of 
our tariff and trade policy. Yet, the 
truth is that GATT and its operations 

have a direct bearing and in many in- . 
stances a controlling influence upon our 
tariff and trade policy. 

It is my purpose today to lay before 
the House various aspects of the opera
tion and activities of GATT that a re 
greatly in need of attention and review. 
So little is known of GATT, how and 
where it operates, who speaks for the 
United States in its annual meetings, 
what subjects are discussed and acted 
upon, what kind of action is taken, how 
GATT is financed, upon what law if any 
its very e·xistence rests, and so forth, that 
some much-needed light should be shed 
on the subject. 

I dare say, Mr. Speaker, that few Mem
bers of this House, including myself, can 
answer these questions. This is a strange 
state of affairs, indeed, in view of the 
responsibility of Congress under the Con
stitution for the regulation of foreign 
commerce and the laying of duties. 

Some explanation of this lack of 
knowledge may be found in the general 
prosperity enjoyed by this country for 
12 or 13 years since the outbreak of the 
war. During that period there was not 
too much difficulty with import competi
tion. While drastic tariff reductions 
were made during this period, the do
mestic and foreign demand for goods 
was so strong that in most. instances the 
market was able to absorb not only all 
the domestic output but imports as well, 
at high prices. 

During the past year this situation has 
been changing. We now find many in
dustries and branches of agriculture 
feeling the inroads of foreign competi
tion. Surpluses are building up in place 
of shortage; and this changes completely 
the previous relative indifference of these 
industries and their workers to imports. 
A rude awakening is consequently com
ing upon us as a result of congressional 
abdication of its responsibilities in this 
field these many years. Congress passed 
its functions to the executive power and 
now as we look about us we find the leg
islative branch almost a complete cap
tive of the results of executive domina
tion of tariff administration. 

While Congress and the people of the 
country were otherwise occupied the 
State Department exercised the powers 
delegated to it by Congress through the 
President in such a way as to make the 
recapture of its powers by Congress all 
but impossible. This was no accident. 
It was clearly planned that way. 

Entrance by this country into the Gen
eral Agreement on Tariffs and Trade, 
better known as GATT, on October 30, 
1947, was only a step incidental to the 
final protected separation of Congress 
from the exercise of its powers over the 
tariff and trade. GATT was preceded in 
point of time by the proposed Interna
tional Trade Organization which was 
initiated, fostered, arid promoted by the 
Department of State, beginning in 1945 
or 2 years before we entered GATT. Un
der the charter of that organization 
Congress, had it accepted the treaty, 
would have effectively signed away its 
powers over tariffs and trade to an inter
national body. This body was dedicated 
to the planning of the world's interna
tional trade no less than such aspects of 
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the domestic economy as would have 
been necessary to conform it to the 
principles of free trade. 

However, Congress did not accept the 
ITO Charter. Although the United 
States, after 3 years of negotiation, 
signed the charter in Habana, Cuba, in 
March 1948, that is, a few months after 
we signed GATT, and although the Pres
ident in 1950 submitted it to Congress 
for approval, it failed to gain the support 
of the Foreign Affairs Committee of the 
House. 

This failure by the House to ratify the 
charter killed it and the International 
Trade Organization never came into be
ing. Here is clear evidence that Con
gress was not willing to sign away its 
constitutional powers over tariffs and 
foreign commerce when it was con
fronted by the overt choice. 

Had it ratified the ITO Charter exactly 
that result would have followed. Com
plaints to Congress by industries, work
ers, miners, farmers, and growers, no 
matter how insistent and authentic, 
against ·ruinous foreign competition, 
could have gone unheeded because no 
official representative of the United 
States in the International Trade Or
ganization would have been an elected 
official. This representative would in 
any case have had only 1 vote of more 
than 50 in the organization. Thus the 
intended responsiveness of Congress to 
the people would have been destroyed. 

It must be obvious then that Congress 
has taken no step that would indicate 
its willingness to sign away its constitu
tional responsibility in this field. Its 
delegation of authority to the President 
under the Trade Agreements Act of 1934 
and by subsequent extension of that act 
did not carry with it any such intent. 
What has actually happened must there
fore be traced to something other than 
congressional intent. 

If congress at no time by positive 
action gave its consent to the alienation 
of its authority over tariffs and trade, 
what was it that brought about the pres
ent state of affairs? 

The reason is not so hard to find, Mr. 
Speaker, as it might appear to be. It is 
true that Congress emphatically refused 
to embark upon international economic 
planning, as contemplated in the pro
posed ITO Charter, when the question 
was squarely presented. It is also true 
that the delegation of power to the Presi
dent under the Trade Agreements Act 
contemplated no surrender of congres
sional authority. The ITO Charter 
failed to pass even the first hurdle faced 
by any legislation. It failed to come 
out of committee. 

But what do we see today? We see 
GA 'IT exercising many of the powers 
that were proposed for ITO but rejected 
by Congress. These are powers that 
were not delegated to the Executive un
der the Trade Agreements Act. They 
relate to internal taxation, dumping and 
countervailing duties, valuation for cus
toms purposes, marks of origin, quotas, 
balance-of-payments restrictions, most
favored-nation clause, subsidies, govern
mental assistance to economic develop
ment, and reconstruction. Quotas, for 

example, are outlawed, with certain ex- legitimacy of those of GATT's provi
ceptions. . sions that virtually duplicated ITO pro-

The constrictive influence of GA 'IT visions, the State Department proceeded 
upon the legislative freedom of this body, as if GATT needed no congressional rati
Mr. Speaker, may be appreciated from fication even though it had acknowl
the following: edged the need of submitting the ITO for 

Unless it wishes to violate the Gen- ratification. 
eral Agreement on Tariffs and Trade- As a result, we find GATT today under 
GA'IT-Congress is no longer free uni- an umbrella of usurped rights sitting pe
laterally: riodically in Geneva and reviewing sov-

Flrst. To put a tariff on an item that ereign acts of this Congress and of the 
has been bound on the free list under President as if it had been clothed with 
GATT. Numerous items have thus been the powers necessary so to function. 
bound; • The powers thus exercise are no less real 

Second. To increase a tariff on any and binding for all the denials and dis
item on which the rate has been bound avowals of the State Department. That 
against an increase at the existing level. ·Department has participated in a num
Many such bindings have been made; ber of GATT decisions and has acqui-

Third. To raise a rate that was reduced esced in several that have involved the 
in a trade agreement negotiated under United States. In this way ·GATT has 
GA'IT or in any bilateral agreement su- come into a position of real as distin
perseded by GA'IT. GATT tariff reduc- guished from imaginary authority and 
tion conferences have been held in Ge- de facto as distinguished from de jure 
neva, Annecy, and Torquay; powers of review over questions of tariff 

Fourth. To place an import quota on and trade never remotely contemplated 
any industrial item, as distinguished in the Trade Agreements Act. 
from an agricultural item unless this And now we find GATT in the process 
country should come into balance-of- of reviewing itself. This presents a 
payments difficulties or should seek to strange phenomenon indeed. 
conserve an exhaustible natural resource Without a signal from Congress and 
by also restricting domestic production without the least guidance from Con
or consumption of the article; gress, this international body presumes 

Fifth. To place an import quota on any to rewrite its procedures and methods of 
agricultural or fisheries item that is not operation. · 
the subject of a governmental program Who will represent the United States? 
designed to restiict domestic production Does anyone but the merest handful out
or marketing of the same item or to side the State Department know? Who 
remove a temporary surplus. has kept the fires burning between the 

All of this adds up to a pretty tight- last GATT session and the next one? 
fitting straitjacket. Not much elbow If there is a secretariat, who constitutes 
room remains for the exercise of legisla- it and how is it selected? Who pays the 
tive authority. But if we look around to salaries? 
see how all this divestment of authority What will the agenda of the next 
came about we find nothing solid to lay meeting consist of? Here we do have 
the hands on; but the results are there- sbme information. Reporting on the 
make no mistake about that. eighth session of GATT in 1953, the 

What has happened is a usurpation of State Department in a press release 
power hand in hand with a denial that dated October 27 of that year had this 
SUI}h usurpation has taken place. to say: 

I shall undertake to explain how it 
has all come about. 

While GATT was being negotiated in 
1947-April-October-the charter for the 
proposed International Trade Organ
ization was still full of life and hope. 
ln fact it was still to be drafted in its 
final form and signed. At this time a 
bright thought struck the State Depart
ment. This idea was that the ITO would 
absorb GATT after the ITO Charter was 
ratified by Congress. Guided by this 
scheme, the State Department made free 
to incorporate into GATT a number of 
the provisions already in the ITO Char
ter. In doing so, that Department went 
beyond the power delegated under the 
Trade Agreements Act. No doubt this 
seemed a harmless thing to do since the 
ITO, once ratified by Congress, was to 
absorb GATT, and the latter having been 
thus absorbed into the International 
Trade Organization was to disappear 
from the scene. 

This no doubt explains why it was not 
regarded necessary to submit GATT to 
Congress for ratification. 

But what happened? The unantici
pated rejection of the ITO Charter by 
Congress left GATT to stand on its own 
feet. Instead of now admitting the il· 

During the session

Meaning the eighth-
the groundwork was laid for further progress 
toward achievement of the aims of the gen
eral agreement. In this connection the con
tracting parties took a decision looking 
toward a review of the operations and pro
visions of the general agreement in the lat
ter part of 1954. It is contemplated that 
the French plan for the reduction of tariff 
levels which was developed during the ses
sion into a technically feasible proposal will 
be considered during this review. 

This, I say, is very interesting. 
Unless a change is made in past prac

tices, the contracting parties will meet 
in Geneva in September 1954. They will 
give consideration to the items on the 
agenda and will reach conclusions by 
vote. The session will then adjourn. 
The Department of State will then in 
due time issue a statement containing 
an account of what was done at the 
ninth session of GA 'IT. That will be 
that. 

Important decisions may have been 
rendered. The French plan will have 
been debated and either accepted in its 
present or a modified form, or rejected. 
The Members of Congress will not have 
been consulted about this, nor will we as 
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Congressmen or as members of any of 
its committees be told about the results. 
If we wish to inform ourselves about the 
GATT actions we have the privilege of 
requesting information from the State 
Department. GATT as a body makes no 
report to Congress. The official Ameri
can delegation to GATT makes Go re
port to Congress. The Department of 
State makes no report to Congress on 
GATT. 

The delegation of power to the execu
tive has learned to walk by itself. It has 
waxed big and strong and has taken on 
the ways of arrogance. It neither seeks 
nor cares to accept any guidance. It 
gives no account of its stewardship. It 
comes to conclusions on its own and 
serves them to the American people on 
the basis of take it or leave it. 

That is GATT; and it is a far cry from 
the simple provisions of the Trade 
Agreements Act of 1934 as amended and 
extended 

Mr. Speaker, I say it is time that we as 
Members of Congress found out about 
GATT. Inexcusable as is the negligence 
in the past in this respect, it would repre
sent outright evasion of our duty and 
responsibilities to let this matter drift. 

We should find out what GATT is do
ing right now to prepare itself for the 
ninth session. Who, for example, is de
termining the United States position on 
the French plan mentioned in the State 
Department release from which I have 
quoted? What, indeed, is the French 
plan? 

The French plan is the Randall Com
mission recommendation in double 
strength. It would call for a 10 percent 
reduction in duties per year for 3 years 
instead of the 5 percent recommended by 
the Randall Commission. It seems to 
me that we did something about the Ran
dall plan right here. 

The question arises, why did we have 
the Randall Commission study when at 
the same time we were a party to GATT 
which was considering the French plan? 
Are we running two tariff and trade 
teams on separate tracks, one at home 
and one abroad? If so, which one repre
sents the amateurs and which one the 
professionals? Which one plays for fun 
and which one for keeps? 

There -is no question what the answer 
should be if we consult the Constitution. 

Mr. BAILEY. Mr. Speaker, will the 
gentleman yield? 

Mr. SAYLOR. I yield to the gentle
man from West Virginia. 

Mr. BAILEY. In my previous ap
pearances in the well of the House to 
discuss this broad and troublesome sub
ject of tariff revision you have often 
heard the expression, "General Agree
ment on Tariffs and Trade," commonly 
referred to as GATT. 

When the Randall Commission report 
was released the recommendations con
tained in the report were for a 15-per
cent reduction in all existing tariff rates 
spread over a period of 3 years. We have 
wondered for some considerable time 
where this idea of making that reduc
tion came from. Investigation reveals 
the fact that for the past 2 or 3 years, 
and at least once each year, the signa
tory parties to-the General Agreement on 

Tariffs and Trade-have been meeting -in 
Geneva. They are in session right at 
the present time, a · preliminary session. 
Their major session will take place in 
October. 

Out of these meetings has grown this 
idea of leading this Nation to a free
trade basis. They did not take all of the 
suggestions contained in the so-called 
French plan. If you will remember, 2 
days after the Randall Commission re
port was submitted I, together with some 
of my colleagues in the House, put on 

.an hour's program here to take that 
Randall Commission report apart, and 
nobody so far as I know has been able 
to put it back tsgether again. It resulted 
in the administration backing away from 
their proposal to further reduce tariffs 
over a period of 3 years to the extent of 
at least 15 percent. 

I charged at that time that the Ran
dall Commission report could well have 
been written at No. 10 Downing Street. 
I find since making these investigations 
that it was written in the French Bourse, 
and it is the French plan. 

Let me tell you just a little bit about 
how that thing works. I trust I a.m not 
imposing too much on the time of the 
gentleman from Pennsylvania. 

Mr. SAYLOR. Go right ahead. It is 
very enjoyable. 

Mr. BAILEY. A plan for general 
tariff reductions was presented by the 
French Government to the sixth session 
of the Contracting Parties of GATT
General Agreement on Tariffs and 
Trade-September 19, 1951. 

Under this plan tariffs would be 
lowered 30 percent at the rate of 10 per
cent a year for 3 years. 

Early in 1952 a subgroup of a working 
party of GATT met to examine the tech
nical aspects of the plan. The report 
rendered by this subgroup enabled the 
working party to consider the French 
proposal in its more general aspects. 

To quote from Operation of the Trade 
Agreements Program-Sixth Report, 
July 1952-June 1953, United States 
Tariff Commission, page 83: 

As a result of the discussions, the French 
delegation submltted new proposals amend
ing and supplementing the original plan. 
• • • The report of the working party stated 
that much work still remained before a spe
cific plan would be available for considera
tion. The contracting parties noted the 
progress made toward resolving many ·of the 
problems arising from the plan and instruct
ed the working party to continue its study, 
taking into account the new proposals sub
mitted by the French delegation. 

After the seventh session of GATT, 
the Department of State in a release 
dated November 10, 1952, No. 865, stated: 

Work was continued at the seventh session 
on a plan, put forward at the sixth session 
by the French delegation, that tariffs should 
be lowered by 30 percent on a worldwide 
basis in 3 yearly stages of 10 percent. The 
report of the working paxty at the seventh 
session indicates that a great deal of work 
remains to be done before a specific plan 
will be available for the consideration of the 
contracting parties. • • • Study of the 
problem will continue intersessionally with 
the possibility that several technically feasi
ble plans of varying degrees of flexibility may 
be developed !or !urthel' consideration. 

Thus it is-clear that GATT was giving 
the most serious consideration to the 
French plan. There is in fact marked 
similarity between the French plan and 
the recommendation made by the Ran
dall Commission. The latter simply cut 
in half the 10-percent reduction per year 
proposed in the French plan but accepted 
the 3-year plan. In denouncing the 
Randall Commission report, I said: "It 
could yery well have been written in No. 
10 Downing Street, London. It seems to 
be a product of the French Bourse." 

The eighth session of GATT again 
considered the French plan. In a report 
to the Secretary of State by the chair
man of the United States delegation to 
the eighth session of GATT, dated Sep
tember 24, 1953, appears the following
page 14: 

Following several meetings of the sub
group, the French presented a revised plan 
in August 1953. Germany, Belgium, the 
Netherlands, and Denmark joined France in 
a statement to the contracting parties that 
the new French proposal provided the best 
method of pursuing efforts for a general low
ering of tariffs provided, however, that the 
proposal remained of worldwide application. 

In broad outline, the revised French plan 
would provide that the import trade of the 
participating countries would be divided into 
a number of sectors, say 10 or 15, and that 
the average tariff rates within each sector 
would be reduced by 30 percent through re
ductions of 10 percent a year for the first 3 
years of the plan. The choice of items for 
reduction within any sector would be at the 
discretion of each participating country, 
except that rates above a certain prescribed 
level (ceiling rates) must be reduced to that 
level. 

It will be recalled that the Randall 
Commission recommended that the Pres
ident be empowered to reduce all rates 
above 50 percent to 50 percent. In this 
respect the Randall Commission again 
took its cue from GATT. 

NEXT MEETING OF GATT 

In a press release from the Depart
ment of State, dated October 27, 1953, 
No. 598, the following is said about the 
eighth GATT session: 

During the session the groundwork was 
laid for further progress toward the achieve
ment of the aims of the general agreement. 
In this connection the contracting parties 
took a decision looking toward a review of 
the operations and provisions of the gen
eral agreement in the latter part of 1954. 
It is contemplated that the French plan for 
the reduction of tariff levels which was de
veloped during the session into a technically 
feasible proposal will be considered during 
the review. 

The ninth session of GATT will take 
place in October. The French plan may 
then be considered. 

In the meantime an intersessional 
meeting of GA'IT will convene on July 
26, 1954, or this past Monday in 
Geneva. No doubt the agenda of the 
October meeting will be discussed at 
that meeting. 

These meetings and sessions of GA TI' 
alongside congressional consideration of 
tariff and trade questions raise some 
basic issues. It appears that there are 
now two bodies exercising control over 
our tariff and foreign commerce. One 
1s the Congress; the other is GATT. 
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The question is: are these bodies co

ordinate in respect to their powers? Or 
does one have powers superior to the 
other? If so, which one is superior and 
which one inferior? 

From what has been said on the 
floor today there is a very serious ques
tion whether GATT or Congress wields 
the greater authority. 

Let us ask what would happen if GATI' 
should adopt the French plan for 30-
percent tariff reductions, at the rate of 
10 percent per year over a 3-year period? 

Congress rejected the Randall Com
mission recommendations that our tar
iff be reduced 5 percent a year for 3 
years. Should GA'IT now adopt the 
French plan, where would that leave us? 
The United States is a member of GA'IT 
and has participated in all its sessions 
and has accepted its decisions. How 
could we avoid complying with GA'IT ac
ceptance of the French plan? 

Is the membership of this House fully 
aware of the implications of this sit
uation? Have the people of the United 
States set up a superstate to c·ontrol our 
tariff? If so, by what act of Congress 
have they done so? If not, how can 
GA'IT presume to take the kind of action 
that characterizes the various sessions 
held since the general agreement was 
signed? 

Either the American people, acting 
through Congress, have or they have not 
signed away the authority and respon
sibility of Congress under the Constitu
tion to regulate our foreign commerce 
and to set tariff rates. 

If Congress has not done this, that is, 
has not shifted its responsibility to 
GA'IT, GA'IT should be called to ac
count. The Department of State should 
refrain from participating in GA 'IT in a 
manner that will inevitably lead to the 
stripping of Congress of its powers in this 
field. 

Heed should be taken of this situation 
at this very moment when GA'IT is go
ing into an interim session in Geneva 
to prepare for the ninth session next 
October. Above all, it is time that we 
as Members of Congress scan very care
fully the steps planned by GA'IT, and 
that we act to recapture our constitu
tional authority. The responsiveness of 
Congress to the people in this vital field 
cannot be left to be destroyed by the 
operation of executive agreements. 

Mr. SAYLOR. I thank the distin
guished gentleman from West Virginia. 

Mr. STEED. Mr. Speaker, will the 
gentleman yield? 

Mr. SAYLOR. I yield to the gentle
man from Oklahoma. 

Mr. STEED. Mr. Speaker, I join with 
my colleagues in the remarks they have 
made on this subject today, and I wish 
to add some of my own. 

Mr. Speaker, the activities of GATT 
have been a source of both wonderment 
and concern to me for some time. 

It is a remarkable organization that 
can take the ball away from Congress 
and keep it to itself, to play with it 
according to its own rules and never 
come to Congress for the least guidance 
or instructions. 

It seems clear that if GATT had been 
authorized or set up by Congress there 

would be some contact between the two 
bodies. There would be some intercom
munication as there is between Congress 
and the Tariff Commission, for example. 
The Commission renders an annual re
port to Congress and makes a number 
of reports to the House Ways and Means 
Committee and the Senate Finance Com
mittee. Frequently Congress of the ap
propriate committees put special tasks 
on the Commission under specific in
structions. 

Not so in the case of our delegates to 
GA 'IT. They are not responsive to Con
gress; but hold their authority from the 
State Department. That Department 
governs our relations to GATT. Con
gress has no contact with the organ
ization. 

This -" is a strange state of affairs in
deed when we consider that the Con
stitution places the regulation of for
eign commerce in the hands of Congress 
alone and also charges Congress with 
the authority to lay .and collect taxes 
and duties. In other words, Congress 
is vested with complete authority over 
tariffs and trade. Yet GATT has moved 
into a position of taking from Congress 

. its power in this field. 
I shall read from a report to the Sec

retary of State from the chairman of 
the United States delegation to the last 
session of GA 'IT held in Geneva, Swit
zerland, last September and October. 
Especially do I call attention to the 
agenda of the session. It contained 44 
numbered items. 

Among these items are found creation 
of a low-tariff club, United States re
strictions on dairy products, United 
States duty on dried figs, United States 
export subsidies on oranges and al
monds, arrangements for a review of 
the agreement, methods of evaluation 
for customs purposes. European Coal 
and Steel Community, and so forth. 

What this means is that GATT re- . 
views the acts of this Congress, the ac
tion of the Tariff Commission when this 
is put into effect by the President, and 
other similar official acts of the United 
States. 

By contrast not even Congress makes 
such a review. This has become the 
special field of GATT. Yet the fact is 
that Congress itself, neither by resolu
tion of both Houses nor through ratifi
cation by the Senate, has ever conferred 
such power on GA'IT. 
REPORT TO THE SECRETARY OF STATE BY THB 

CHAIRMAN OF THE UNITED STATES DELEGA• 
TION TO THE EIGHTH SESSION OF THE CON• 
TRACTING PARTIES TO THE GENERAL AGREE• 
MENT ON TARIFFS AND TRADE HELD AT 
GENEVA, SWITZERLAND, SEPTEMBEB 17 TO 
OCTOBER 24, 1953 
I. Summary: • • •. 
II. Background: The general agreement 

provides in article XXV that the "repre
sentatives of the contracting parties shall 
meet from time to time for the purpose of 
giving effect to those provisions of this a.gree-

' ment which involve Joint action and, gen
erally, with a. view to facilitating the oper
ation and furthering the objectives of this 
agreement." The eighth session was one in 
the series of sessions which commenced 1n 
Haba.na in March 1948. 

UI. Agenda.: 
The contracting parties dealt with 44 

agenda. items, somewhat more than at pre-

vious sessions. The provisional agenda., 
Which subsequently became the agenda. of 
the session with Ininor additions, had been 
prepared by the 15-member Ad Hoc Com· 
mittee on Agenda. and Intersessiona.l Busi
ness at 2 meetings it held before the eighth 
session, 1 in August and another the day 
before the session opened. 

The items of primary interest to the 
United States concerned a. proposal to extend 
the period during which the tariff conces
sions would retain their present stability; 
the application of Japan for accession to the 
agreement; the request of the United King
dom for a limited waiver from obligations 
under the agreement preventing it from in
creasing margins of preference; United 
States import restrictions on dairy products 
and filberts; the suspension of tariff conces
sions by the United States on dried figs; 
United States export subsidies and similar 
measures on raisins, oranges, and almonds; 
the first report of the six countries members 
of the European coal and steel community 
on their activities authorized by a waiver 
from certain general agreement provisions; 
and the consultations held with countries 
maintaining discriminatory import restric· 
tions for balance-of-payments reasons. 

The agenda. of the eighth session, as 
adopted September 17, 1953, was as follows: 

1. Adoption of agenda and order of busi-
ness. 

2. Election of chairman and vice chairman. 
3. Article XXVIII. 
4. Report by the working party on the re• 

duction of tariff levels. 
5. Creation of a. low-tarur club. 
6. Accession of Japan. 
7. Balance-of-payment import restrictions: 
(a.) Consultations under article XIV: 1 (g) • 
(b) Fourth annual report on discrimina-

tion. 
(c) Procedures for report and consulta• 

tions under article XIV:1 (g) in 1954. 
(d) Consultations under article XII:4 (b). 
8. Special exchange agreements: 
(a) Report by the chairman on operation 

of the agreements with Haiti and Indonesia. 
(b) Reports and consultations under arti

cle XI of the agreements. 
9. Methods of valuation for customs pur• 

poses. 
10. Nationality of goods. 
11. Consular formalities. 
12. European Coal and Steel Community. 
13. Italian customs treatment for Libyan 

products. 
14. South Africa-Southern Rhodesia. CUs• 

toms Union. 
15. Nicara.gua.-El Salvador free-trade area. 
16. United States restriction on dairy prod-

ucts. 
17. Brazilian internal taxes. 
18. Belgian family allowances. 
19. German treatment of imports of sar• 

dines. 
20. Greek import taxes. 
21. Greek import duty coefficients. 
22. United States duty on dried figs. 
23. United States export subsidy on sul• 

tan as. 
24. United States export subsidies on 

oranges and almonds. 
25. United States import restrictions on fil• 

berts. 
26. French tax on imports and exports. 
27. Brazilian compensatory concessions. 
28. Belgian dollar import restrictions. 
29. Difficulties arising out of the applica.• 

tion of article I. 
30. United Kingdom request to renegotiate 

an item in schedule XIX. 
31. Australian treatment for products of 

Papua. and New Guinea. 
32. Greek schedule: Adjustment of spe

cific duties under article II:6. 
33. Time liinit for application of part n 

of article XX. 
34. Convention on the importation of sam

ples and advertising material. 
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35. Discrimination in transport insurance. 
36. Nomination of Chairman of ICCICA. 
37. Status of protocols. 
38. Rectification of schedules. 
39. Renewal of intersessional arrangements 

for the administration of the agreement. 
40. Financial statement for 1953 and 

budget estimates for 1954. 
41. Date and place of the ninth session. 
42. Australian request to renegotiate an 

Item in schedule I. 
43. Indian request to renegotiate an item 

in schedule XII. 
44. Arrangements for a review of the agree

ment. 

Mr. EDMONDSON. Mr. Speaker, will 
the gentleman yield? 

Mr. SAYLOR. I yield. 
Mr. EDMONDSON. I would like to 

commend the gentleman from Pennsyl
vania [Mr. SAYLOR J and the gentleman 
from Oklahoma [Mr. STEED] for the 
fight they are conducting on behalf of 
American industry and the American 
workingman. 

Mr. Speaker, I have listened with a 
great deal of interest to the remarks 
which have been made on the subject of 
GATT, and appreciate the fact that this 
matter is being brought forcefully to the 
attention of the Congress. 

As I have remarked before on this 
floor, I am a firm believer in the prin
ciple of reciprocal trade. At the same 
time, it must not be forgotten that a 
fundamental part of our Nation's law on 
the subject of reciprocal trade is the 
provision that no domestic industry shall 
be destroyed through trade agreements, 
and the law specifically provides for es~ 
cape from any such result of trade 
agreements entered into by our Nation. 

Many supporters of reciprocal trade 
are becoming increasingly fearful that 
the policy is becoming a one-way street 
in which there is no escape for seriously 
damaged domestic industry, and I have 
risen on more than one occasion in this 
House to call attention to the disastrous 
conditions prevailing in my district in 
certain industries which are being criti
cally hurt by foreign goods. 

The first example to come to my at
tention was the lead and zinc industry 
of America, and I cannot understand 
the failure of the White House to face 
facts in this matter, and give to this 
important industry the relief which the 
Tariff Commission-after exhaustive 
hearings on the subject--has recom
mended. Thousands of miners continue 
to be unemployed, and thousands of 
workers in related industries go without 
work or work on a curtailed basis, while 
the imports of these metals continue to 
mount. 

The situation is also becoming in
creasingly serious in our domestic glass 
industry, as foreign imports of plate 
glass and window glass establish new 
records, and more and more of our coun
try's workers feel the disastrous effects 
of this ruinous competition. I do not 
speak from reports or statistics, but 
from actual observation and first-hand 
knowledge of the reduced payrolls in my 
own district in Oklahoma. 

The American petroleum industry is 
also suffering, and while we reduce our 
domestic production and lay off Ameri-

can workers, imports from abroad con
tinue to increase. 

How long, Mr. Speaker, will reciprocal 
trade continue to be a one-way street, 
in defiance of the plain provisions of the 
law for protection of American industry? 
This is a question on which the Ameri
can people will soon be demanding an 
answer, and we in the Congress and the 
Chief Executive in the White House 
should give the people an answer which 
makes good sense. 

EXTENSION OF REMARKS • 
By unanimous consent, permission to 

extend remarks in the RECORD, or to re
vise and extend remarks, was granted to: 

Mr. CLARDY and to include extraneous 
matter. 

Mr. HOPE. 
Mr. SHEEHAN and to include extrane

ous matter. 
Mr. D'EWART in two instances and to 

include extraneous matter. 
Mr. VURSELL and to include extraneous 

matter. 
Mr. O'HARA of Illinois in two instances 

and to include extraneous matter. 
Mr. SHELLEY and to include extraneous. 

matter. 
Mr. SADLAK and to include an editorial. 
Mr. WoLvERTON and to include extra

neous matter. 

ENROLLED BILLS SIGNED 
Mr. LECOMPTE, from the Committee 

on House Administration, reported that 
that committee had examined and 
found truly enrolled a bill of the House 
of the following title, which was there
upon signed by the Speaker: 

H. R. 303. An act to transfer the mainten
ance and operation of hospital and health 
facilities for Indians to the Public Health 
Service, and for other purposes. 

BILLS PRESENTED TO THE 
PRESIDENT 

Mr. LECOMPTE, from the Committee 
on House Administration, reported that 
that committee did on this day present 
to the President: for his approval, bills 
of the House of the following titles: 

H. R. 6080. An act to authorize the ap
propriation Of funds for the construction of 
certain highway-railroad grade separations 
in the District of Columbia, and for other 
purposes; and 

H. R. 7128. An act to amend the act en
titled "An act to provide an immediate re
vision and equalization of real-estate values 
in the District of Columbia; also to provide 
an assessment of real estate in said District 
in the year 1896 and every third year there
after, and for other purposes," approved Au
gust 14, 1894, as amended. 

ADJOURNMENT 
Mr. WOLCOTT. Mr. Speaker, I 

move that the House do now adjourn. 
The motion was agreed to; accord

ingly (at 7 o'clock and 4 minutes p. m.) , 
under its previous order, the House ad
journed until tomorrow, Thursday, 
July 29, 1954, at 10 o'clock a. m. 

EXECUTIVE COMMUNICATIONS, ETC. 
Under clause 2 of rule XXIV, executive 

communications were taken from the 
Speaker's table and referred as follows: 

1779. A letter from the Secretary of De
fense, transmitting copies of 19 separate 
reports submitted by the Department of the 
Air Force, representing 23 specific violations 
of section 3679, Revised Statutes, and the 
Department of Defense Directive 7200.1, pur
suant to section 3679 (i) (2), Revised Stat
utes; to the Committee on Appropriations. 

1780. A letter from the Under Secretary of 
the Navy, transmitting a report on the pay
ment of claims for damage occasioned by 
naval vessels which have been settled by the 
Navy Department, pursuant to section 8 of 
the act of July 3, 1944 (58 Stat. 726; 46 
U.S. C. 797); to the Committee on the Judi
ciary. 

1781. A letter from the Under Secretary of 
the Navy, transmitting a report on the col
lection of claims for damage caused to Navy 
Department property, which have been settled 
by the Navy Department, pursuant to section 
2 of the act of December 5, 1945 (34 U. S. C. 
600a); to the Committee on the Judiciary. 

REPORTS OF COMMITTEES ON PUB
LIC BILLS AND RESOLUTIONS 

Under clause 2 of rule xnr, reports of 
cammittees were delivered to the Clerk 
for printing and reference to the proper 
calendar, as follows: 

Mrs. ROGERS of Masssachusetts: Commit
tee on Veterans' Affairs. H. R. 9646. A b1ll 
to provide for the establishment of a Vet
erans' Administration center for domiciliary 
and chronic care at the Cushing Veterans' 
Administration hospital at Framingham, 
Mass.; without amendment (Rept. No. 2558). 
Referred to the Committee of the Whole 
House on the State of the Union. 

Mrs. ROGERS of Massachusetts: Commit
tee on Veterans' Affairs. H. R. 9866. A bill 
to prescribe certain limitations with respect 
to outpatient dental care for veterans; with
out amendment (Rept. 2559). Referred to 
the Committee of the Whole House on the 
State of the Union. 

Mrs. ROGERS of Massachusetts: Com
mittee on Veterans' Affairs. H. R. 9962. A 
bill to increase by 5 percent the rates of 
pension payable to veterans and their de
pendents; without amendment (Rept. No. 
2560). Referred to the Committee of the 
Whole House on the State of the Union. 

Mr. HOFFMAN of Michigan: Committee 
on Government Operations. S. 1184. An 
act to authorize relief of authorized certi
fying officers from exceptions taken to pay
ments pertaining to terminated war agencies 
in liquidation by the Department of State· 
without amendment (Rept. No. 2562). Re: 
ferred to the Committee of the Whole House 
on the State of the Union. 

Mr. ALLEN of California: Committee on 
Merchant Marine and Fisheries. H. R. 2305. 
A bill to extend to certain naturalized citi
zens of the Uhited States the benefits of 
the act of May 29, 1944, entitled "An act 
to provide for the recognition of the serv
i~es of the civilian officials and employees, 
citizens of the United States, engaged in and 
about the construction of the Panama 
Canal"; with amendment (Rept. No. 2563). 
Referred to the Committee of the Whole 
House on the State of the Union. 

Mr. TOLLEFSON: Committee on Mer
chant Marine and Fishel'ies. H. R. 9868. A 
bill to amend the Merchant Ship Sales Act 
of 1946 to provide for the charter of pas
senger ships in the domestic trade; with 
amendment (Rept. No. 2564). Referred to 
the Committee of the Whole House on the 
Stat.e of the Union. 



1951, CONGRESSIONAL RECORD -HOUSE 12477 
Mr. McCONNELL: Committee on Educa

tion and Labor. H. R. 9712. A bill grant
ing the consent of Congress to certain New 
England States to enter into a compact 
relating to higher education in the New 
England States and establishing the New 
England Board of Higher Education; without 
amendment (Rept. No. 2565). Referred to 
the House Calendar. 

REPORTS 
PRIVATE 
TIONS 

OF COMMITTEES ON 
BILLS AND RESOLU-

Under clause 2 of rule XIII, reports 
of committees were delivered to the 
Clerk for printing and reference to the 
proper calendar, as follows: 

Mr. LANE: Committee on the Judiciary. 
H. R. 10067. A bill for the relief of Thomas 
F. Harney, Jr., doing business as the Harney 
Engineering Co.; without amendment 
(Rept. No. 2561). Referred to the Commit
tee of the Whole House. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 4 of rule XXII, public 
bills and resolutions were introduced and 
severally referred as follows: 

By Mr. ADAm: 
H. R. 10092. A bill relating to the treat

ment under section 902 of H. R. 8300 of 
taxes paid to a foreign country during a 
taxable year in which the taxpayer has a net 
operating loss; to the Committee on Ways 
and Means. 

By Mr. CAMPBELL: 
H. R.10093. A bill to provide that the 

Atomic Energy Commission shall make a 
study and investigation with respect to the 
use and development of atomic energy for 
peaceful pursuits; to the Joint Committee 
on Atomic Energy. 

By Mr. D'EWART: 
H. R. 10094. A bill to amend the Migratory 

Bird Hunting Stamp Act of March 16, 1934 
(48 Stat. 451; 16 U. S. C. 718) as amended; 
to the Committee on Merchant Marine and 
Fisheries. 

By Mr. DONOHUE: 
B. R. 10095. A bill to provide assistance to 

communities, industries, business enter
prises, and individuals to facilitate adjust
ments made necessary by the trade policy of 

tbe United States; to the Committee on Ways 
and Means. 

H. R. 10096. A bill to provide for the es
tablishment of a United States Foreign Serv
ice Academy; to the Committee on Foreign 
At! airs. 

By Mr. HAGEN of Minnesota: 
H. R. 10097. A bill to grant priority in re

employment to positions of plate printer in 
the Bureau of Engraving and Printing to cer
tain plate printers separated by reduction in 
force from such positions; to the Committee 
on Post Office and Civil Service. 

By Mr. KLEIN: 
H. R. 10098. A bill to provide salary in

creases for teachers, school officers, and other 
employees of the Board of Education of the 
District of Columbia whose salaries are fixed 
and regulated by -the District of Columbia 
Teachers' Salary Act of 1947, as amended; to 
the Committee on the District of Columbia. 

By Mr. REES of Kansas: 
H. R. 10099. A bill to authorize the Civil 

Service Commission and the heads of all es
tablishments in the Federal Government to 
make available, on a voluntary prepayment 
basis, group hospital, medical, and other 
personal health service benefits for civilian 
officers and employees in the Federal serv
ice, and for other purposes; to the Commlt
tee on Post Office and Civil Service. 

By Mr. EBERHARTER: 
H. R. 10100. A bill to amend section 209 

·(a) of the Technical Changes Act of 1953; 
to the Committee on Ways and Means. 

By Mr. TOLLEFSON: 
H . R. 10101. A bill to amend section 705 of 

the Merchant Marine Act, 1936, as amended, 
and for other purposes; to the Committee on 
Merchant Marine and Fisheries. 

By Mr. MASON: 
H. J. Res. 571. Joint resolution proposing 

An amendment to the Constitution of the 
United States relating to the procedure for 
amending the Constitution; to the Commit
tee on the Judiciary. 

By Mr. COON: 
H. J. Res. 572. Joint resolution proposing 

an amendment to the Constitution of the 
United States relating to the procedure for 
·amending the Constitution; to the Commit
tee on the Judiciary. 

By Mr. SADLAK: 
H. J. Res. 573. Joint resolution authoriz

ing and requesting the President to proclaim 
Sunday, April 3, 1955, as a day of prayer 
for the "Man and Woman in White"; to the 
Committee on the Judiciary. 

By Mr. RIVERS: 
B . Con. Res. 264. Concurrent resolution ex

pressing gratitude and appreciation to Gen
eral of the Army Douglas MacArthur for his 
unsurpassed service to this Nation and the 
world; to the Committee on Armed Szrvices. 

PRIVATE BILLS AND RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced and 
severally referred as follows: 

By Mr. BAKER: 
H. R. 10102. A bill for the relief of Emily 

M. Dooley; i!o the Committee on the Judi
ciary. 

By Mr. BETTS: 
H. R. 10103. A bill for the relief of Elfriede 

K . Bruck Beal; to the Committee on the Ju
diciary. 

By Mr. DONOVAN: 
H . R. 10104. A bill for the relief of Wil

liam Patrick Flood; to the Committee on the 
Judiciary. · 

By Mr. KING of California: 
H. R. 10105. A bill for the relief of Andrew 

M. Hanson; to the Committee on the Judi
ciary. 

By Mr. MOSS: 
H. R. 10106. A bill for the relief of Tal Jong 

(Billy) Ryu; to the Committee on the Judi
ciary. 

By Mr. PILLION: 
H. R. 10107. A bill for the relief of Pedro 

De La Rino; to the Committee on the Ju
diciary. 

PETITIONS, ETC. 
Under clause 1 of rule XXII, peti

tions and papers were laid on the Clerk's 
desk and referred as follows: 

1123. By Mr. PHILBIN: Petition of Fedor 
W. Bernot, of Fitchburg, Mass., and others in 
favor of legislation to prohibit alcoholic 
beverage advertising over the radio and tele
vision and in the magazines and newspapers; 
to the Committee on Interstate and Foreign 
Commerce. 

1124. Also, petition of Mrs. Charles Sar
gent, of Lancaster, Mass., and others, in 
favor of legislation to prohibit alcoholic bev
erage advertising over the radio and tele
vision and in magazines and newspapers; 
to the Committee on Interstate and Foreign. 
Commerce. 

EXTENSIONS OF REMARKS 

The Duck Stamp Act 

EXTENSION OF REMARKS 
OP 

HON. WESLEY A. D'EWART 
OF MONTANA 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 

Mr. D'EWART. Mr. Speaker, during 
the 83d Congress, a special subcommit
tee of the House Committee on Interior 
and Insular Affairs, the Subcommittee 
on Administration, ably chairmaned by 
Congressman JoHN PnLioN, of New 
York, held extensive conferences and 
formal hearings respecting the adminis
tration of the Fish and Wildlife Service 
of the Department of the Interior. 

Almost without exception, witnesses 
at these hearings and officials of the 
Department expressed concern over 

present duck-stamp receipts covered 
into the so-called duck-stamp fund au
thorized under the Migratory Bird 
Hunting Stamp Act of March 16, 1934, as 
amended. That act authorizes sale of 
Federal duck stamps, costing $2 per sea
son, and requires possession of such a 
stamp by any person over 16 years of 
age before migratory birds can lawfully 
be taken. Annual collections presently 
exceed $4.3 million; estimates for the 
current fiscal year indicate that the 
total number of stamps issued will ex
ceed 2,350,000. 

Under existing law, funds so collected 
are to be expended as follows: Not less 
than 85 percent for the "location, ascer
tainment, acquisiti0n. administration. 
maintenance. and development of suit
able areas for inviolate migratory bird 
sanctuaries, for the administration, 
maintenance, and development of other 
refuges under the administration of the 

Secretary of the Interior and for in
vestigations"; the remainder is made 
available for the enforcement program, 
for personnel expenses, and for reim
bursement to the Post Office Depart
ment of expenses incurred in connection 
with the stamp program. 

On June 28 and 29 of this year, public 
hearings were held by the House Public 
Lands Subcommittee, of which I am 
chairman, with inquiry made into this 
matter of duck-stamp fund adminis
tration. The June meetings gave several 
outstanding and nationally-known fish 
and wildlife conservationists an oppor
tunity to comment on present use of 
'the funds. These people understood
as did many Members of Congress-
that the Duck Stamp Act had as one of 
its principal purposes acquisition of 
refuge areas along the various flyways 
in order to provide not only wintering. 
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-resting, and feeding grounds for migra
tory birds, but breeding areas in the 
northern tier of our States. The record 
generally supports this contention, and 
the assertion that of secondary import
ance, under the act's provisions, was to 
be use of the balance for maintenance, 
operation, and management of already 
existing refuge areas. 

The record, however shows that: to 
the end of June 1953, more than $29.5 
million had been expended from the 
duck-stamp fund, that the total at the 
end of June 1954, would exceed $34.9 
million. Of this total, only $6.5 million 
was expended or budgeted for purchase 
of lands for waterfowl management
with only 209,329 acres acquired. The 
balance went to existing refuges, en
forcement, personnel expenditures, and 
the like. 

The clear need is this: A long-range 
refuge program with particular emphasis 
on the needed pattern of breeding, rest
ing, feeding and wintering areas for the 
important migratory bird populations. 
It is anticipated that as much as 4 mil
lion acres of land may be acquired and 
developed at an estimated cost of ap
proximately $40 per acre to accomplish 
the needed program; to protect local 
governmental subdivisions. I believe for 
each acre so acquired a Federal acre of 
similar value should be transferred from 
Federal ownership. 

Two suggested proposals have been 
advanced: First, to increase the price of 
the duck stamp from $2 to $5, or $4, or 
not less than $3.50, then earmarking the 
entire increase of $3 or $2 or $1.50 for 
the land acquisition program; or second, 
make additional funds available, ear
marked for the acquisition program from 
present receipts. 

Mr. Carl D. Shoemaker, conservation 
consultant to the National Wildlife Fed
eration, and general counsel of the In
ternational Association of Game, Fish, 
and Conservation Commissioners, has 
submitted these proposals in response to 
a request for suggestions from our sub
committee members. 

Tomorrow, July 29, 1954, our subcom
mittee will resume its duck-stamp fund 
hear ings, with officials of the Fish and 
Wildlife Service scheduled to appear as 
witnesses. 

To the end that a full record may be 
made for future action by the proper 
legislative committees of the Congress, I 
am today introducing a bill which has 
as its purpose amending the Migratory 
Bird Hunting Act to assure that not less 
than 40 percent of Federal duck-stamp 
fund receipts will be available for acqui
sition of land and water areas suitable 
for the breeding, nesting, and resting 
of migratory waterfowl; not more than 
45 percent will be available for the other 
general purposes presently spelled out in 
the law; the balance would continue to 
be expended as presently provided for. 

The June meetings were continued to 
this week in order to permit wildlife 
representatives from throughout the Na
tion-here to meet with Fish and Wild
life Service officials in conference on pro
posed regulations for the upcoming hunt
ing season-to attend and to express 
their views and recommendations on the 

use of duck-stamp funds. My bill is only 
one proposed legislative device for ac
complishing the ends desired before the 
84th Congress is convened; it is my hope 
that final-type legislation may be devel
oped for action early next year, by the 
proper committee. 

I would commend to the attention of 
the Members a memorandum of July 27, 
1954, addressed to my subcommittee by 
Mr. Shoemaker, in which he advances 
recommendations for legislative action 
on the matter of administration of duck
stamp funds. 

Discussion of Watershed Protection and 
Flood Prevention Act 

EXTENSION OF REMARKS 
OF 

HON. CLIFFORD R. HOPE 
OF KANSAS 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 

Mr. HOPE. Mr. Speaker, since there
cent approval by the House of the con
ference report on the Watershed Protec
tion and Flood Prevention Act I have 
received so many inquiries from Members 
of the House and others as to the prac
tical effect of this legisla tion that I think 
it might be well for me to take this time 
in order to explain briefty the practical 
application of the provisions of the act 
as it was reported from the conference 
and approved by both the House and 
Senate. 

This is an act designed to provide the 
basis for cooperation between the Fed
eral Government, States, local govern
mental and quasi governmental organi-

' zations, groups of citizens, and individ
uals in carrying out ftood prevention and 
water-control programs in the small up
stream watersheds. To be eligible for 
consideration under this act the size of 
the watershed cannot exceed 250,000 
acres and, of course, it must be an actual 
watershed of a specific stream or water 
course. However, where the local spon
soring agencies so desire, several water
sheds, when they are parts of a larger 
watershed, may be planned together. 

The initiative for all projects under 
this legislation must come from the peo
ple of the locality where the proposed 
program is to be carried out. It is not 
necessary that there be an official spon
soring agency in the very beginning of 
the movement for a watershed project. 
Individual citizens or a group of such 
citizens, whether organized or not, may 
develop local interest and evidence of 
local cooperation in a project. However, 
the application for assistance from the 
Federal Government must be filed by 
an official local organization such as de
scribed below. 

Before any actual construction work 
can be done on the program there must 
be a local sponsoring organization au
thorized by State law to carry out, main
tain, and operate the works of improve
ment which will be installed under the 
p:·ogram. PriQr to July 1, 1956, the Sec
retary of Agriculture is authorized to 

construct or enter into contract for con
struction of structures, providing there 
is no local organization authorized by 
State law to enter into such contracts. 
The Secretary may contract for or con
struct works of improvement on Federal 
land; that is, national forests. The 
exact type of local organization required 
will depend on local needs and State 
laws, but may include counties or other 
political subdivisions of a State, a soil
conservation district or water-conserva
tion district, a flood prevention or con
trol district, or any similar agency. 

The projects authorized oy the act can 
be of two general types: First, a straight 
ftood-prevention program, including 
structures of various kinds and land 
treatment measures, or second, a project 
embracing primarily the agricultural 
phases of conservation, development, 
utilization, and disposal of water. Or, 
of course, the project can embrace any 
combination of these two general ob
jectives. 

The first step in the development of 
one of these projects is the organization 
in the local community, if such an or
ganization does not already exist, of an 
organization capable of acting as the 
local sponsoring agency or which will 
lead to the development of such an 
agency. The next step is to outline the 
general proposal for the project and 
make an application for Federal assist
ance in working out the details of the 
plan. This application should be sub
mitted to the State or local represent
ative of the Soil Conservation Service 
and, at the same time, to the governor of 
the State. In order to prevent the con
ftict of these projects with other State 
development plans, the act gives the ap
propriate State agency or the governor 
a period of 45 days in which to disap
prove such an application. If it is dis
approved, no further action on that ap
plication will be taken by the Federal 
Government. If the application is not 
disapproved by the State, the Soil Con
servation Service will assign technicians 
and other personnel to work with the 
local organization in conducting investi
gations and surveys, making such other 
studies as may be necessary, and working 
out detailed plans for the project. At 
the same t ime, it is assumed that work 
will be going forward in the locality on 
the other requirements which are condi
tions of Federal assistance. 

These requirements are set out in sec
tion 4 of the act. They include the fol
lowing: 

First, acquisition by the local organ
ization of all land, easements, or rights
of-way necessary for the project; second, 
evidence that the local organization is 
willing and able to assume its propor
tionate share of the cost and to maintain 
and operate the improvements after they 
have been installed; third, provide as
surances that landowners have acquired 
necessary water rights; and fourth, ob
tain agreements from owners of at least 
50 percent of the land above each reten
tion reservoir to carry out recommended 
soil-conservation measures and proper 
farm plans on their land. 

When these conditions have been met 
and a plan agreeable to the local organi-
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zation and the Secretary of Agriculture 
has been worked out, the Secretary will 
submit the plan to Congress through the 
President. If the plan includes reclama
tion or irrigation work or affe~ts lands 
under the Secretary of the Interior or if 
it includes flood-detention structures, the 
plan must be submitted to the Secretary 
of the Interior or the Secretary of the 
Army, respectively, for their views and 
recommendations at least 60 days before 
it is sent to the President for transmis
sion to the Congress. The Secretaries of 
the Interior and Army are not required 
to approve the plan, but their views, if 
received by the Secretary of Agriculture 
prior to the expiration of the 60-day pe
riod, are to be transmitted to Congress, 
along with the recommendations of. the 
Secretary of Agriculture. Unless the 
project is one of those relatively few in 
which there will be a dam providing 
more than 2,500 acre-feet of retention 
capacity, no formal approval by Con
gress is necessary before the project can 
be started. However, the act gives Con
gress 45 days after receiving the Secre
tary's report and recommendations in 
which to take any action which might 
appear desirable. 

In the event that the plan includes a 
proposed dam or other structure im
pounding more than 2,500 acre-feet, the 
procedure followed is the same as that 
for other projects except that an appro
priation for such a project cannot be 
made until the Committee on Agricul
ture of the House and the Committee on 
Agriculture and Forestry of the Senate 
have adopted committee resolutions au
thorizing the project. The maximum 
total capacity of any structure which can 
be constructed under the authority of 
this act is 5,000 acre-feet. 

The method of making appropriations 
for this work will be determined from 
time to time by the Appropriations Com
mittees and the Congress. It is antici· 
pated that it will be worked out in such 
a way that there will be a minimum of 
delay involved and that funds for the 
start of work on a project .will be avail
able as soon as the project has been ap
proved and the requirements for submis
sion to the Congress have been complied 
with. 

Our Postwar "Forced" Repatriation Policy 
Backfires, With Possible Adverse Effects 
on Prospective United States Citizens of 
Ukrainian Origin 

EXTENSION OF REMARKS 
OP 

HON. TIMOTHY P. SHEEHAN 
OF ILLINOIS 

m THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 
Mr. SHEEHAN. Mr. Speaker, some of 

the actions taken by our United States 
Government in the implementation of 
our postwar policy, especially in our re
lationships with the Communist Govern
ment of the U.S.S.R .• are once again 
coming back to haunt us. 

At the Yalta Conference. Churchill, 
Roosevelt, and Stalin agreed to the re
patriation of displaced Russian civilians 
and Russian prisoners of war. Certain~ 
ly no one denies that this was a subject 
on which some agreement had to be 
reached, especially where it concerned 
Russian nationa1s who desired to go back 
to their homeland. Yet the abuse of this 
agreement, whereby Russian nationals 
were forced to go back to their home
land against their will and regardless of 
whether they were friends or enemies of 
the Russian Communist regime raises 
a grave question which has not as yet 
been resolved, and which, in my mind, 
needs to be answered. 

That question is, Who was responsible 
for the implementation of this Yalta 
agreement so that it became in effect a 
forced repatriation program? Was it 
Roosevelt, Truman, and the Democrat 
adminstration, or was it an interpreta
tion by the Chiefs of Staff under Gen. 
George C. Marshall, or was this forced 
repatriation guided by pro-Communist 
elements which had infiltrated into high 
places in our Government? That is the 
question that cries to be answered. His
tory has already noted the shameful blot 
on the American record caused by these 
forced repatriations which unquestion
ably were death warrants for many peo
ple returned to Russia, but history has 
not yet recorded who was responsible 
for that crime against humanity. 

It shall stand to the everlasting credit 
of then Gen. Dwight D. Eisenhower, 
that when the situation was brought to 
his attention he issued an order putting 
an end to forced repatriation of Russian 
nationals who pleaded political asylum. 

As an aftermath of this program of 
forced repatriation, a very interesting 
immigration case was presented during 
the week of June 28, 1954, in Chicago. 
It was the case of Petro Wolkowec, 
which was heard before a special hear
ing officer of the Immigration and Nat
uralization Service of the United States 
Department of Justice. 

Mr. Roman I. Smook of Chicago rep
resented Mr. Wolkowec. Mr. Smook has 
been very active in Ukrainian affairs and 
served 3 years in Europe with the Inter
national Relief Organization. He esti
mates there are at least 30,000 displaced 
persons in the United States from Iron 
Curtain countries, who have lied about 
their nationality here. 

Mr. Wolkowec had entered the United 
States in 1949 on an immigration visa 
from occupied Germany. He had been 
born in the Russian Ukraine. 

As a result of the occupation of the 
Ukraine during World War II by the 
German forces, Wolkowec, like thou
sands of other Ukrainian men, women. 
and children, was transported into Ger
many as a slave laborer. The end of the 
war found millions of such uprooted peo
ple, not only of Ukrainian nationality, 
but of many eastern and western Euro
pean countries. 

Under agreement, the allies were 
bound to return all U. S. S. R. subjects 
to Russia. While the people of the West
ern nations gladly returned to their 
homes, those from countries under Com
munist rule showed an unwillingness to 
accept repatriation. 

The American military authorities in 
Germany and Austria began cooperating 
with the Russian Repatriation Commis
sion in effecting forceful repatriation. 

Petro Wolkowec could well predict his 
fate and that of his wife and three chil· 
dren if they were returned to Russia. 
Half of his life was spent in Siberia and 
other slave-labor camps of the Soviet 
Union. He also knew that merely hav
ing witnessed the methods of Western 
civilization was a crime punishable in 
the U. S. S. R. by slavery in Siberia, if 
not death. 

With this prospect facing him, Wolko
wec, along with thousands of other dis
placed persons, changed their records to 
indicate citizenship by birth in coun
tries other than those then under Com
munist rule, in order to save themselves 
and their families from forceful repatria
tion. In some cases it was necessary to 
:flee to other displaced persons' camps 
in order to effect the change in records. 
Wolkowec gave his birthplace as Poland. 

At the time of giving this information, 
in 1945 and 1946, shortly after the ces
sation of hostilities, the furthest thing 
from Wolkowec's mind was the giving 
of false information for the purpose of 
obtaining an American immigration visa, 
because the displaced persons' program 
did not start until 1948·. 

Even though the forced repatriation 
later ended, the Russian Repatriation 
Commission was still allowed free entry 
into the displaced persons' camps for the 
purpose of inspecting records and search
ing for Russian subjects. Under these 
conditions no one dared to come forth 
and correct his records. 

When it later became possible for 
Petro Wolkowec and his family to apply 
for immigration to the United States, the 
necessary information, including the 
place of birth, was taken from his camp 
record and placed on his application. 
He signed that application and was ad
mitted to the United States. 

The United States immigration laws 
state, in effect, that an alien whose ap
plication for immigration visa contains 
false information as to his country of 
origin, among other things, shall be ar
rested and deported. There is no sav
ing provision concerning what his in
tent, or circumstances under which the 
change of birthplace was made, may 
have been in giving such information. 

This is the offense for which Petro 
Wolkowec was on trial during the week 
of June 28. He is now awaiting the de
cision of the Immigration and Natural
ization Service. If the decision is ad
verse, he faces deportation and loss of 
his new!y-found freedom in the country 
of his choice. Should the decision be 
adverse, his wife and three children, one 
·of whom served in the United States 
Army, must also go. 

Wolkowec's offense was not discovered 
by the immigration authorities. He 
came forth voluntarily and reported his 
situation, not only to ask for help in 
clearing his own record, but also in the 
hope of helping an estimated 30,000 
other displaced persons in this country 
who are faced with the same problem. 

It was only after Mr. Wolkowec's old
est son, Harry, age 27, entered the United 
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States Army, where he achieved the rank 
of corporal, and wrote his father that he 
wanted to be able to tell people that he 
was a Ukrainian rather than a Pole, that 
Petro Wolkowec, wishing to clear the 
record for his son's sake, took his prob
lem last August to the head of the Im
migration and Naturalization Service in 
Chicago. He found his problem much 
greater than he realized. 

Whether the decision in his case be 
favorable or unfavorable, it will leave 
some 30,000 other cases to be decided in
dividually. These 30,000 people are to
day living among us in constant fear 
of deportation. They are, potentially, 
good American citizens. If we are to 
develop this potential, we must relieve 
them of this agonizing fear. The only 
real solution to their problems will come 
by way of an act of Congress. 

By an act of Congress these people 
could be given an opportunity to present 
their applications and correct their rec
ords. Immigration authorities would 
review these applications and would 
have ample opportunity to look into 
their records and weed out any indi
viduals who may be unable to give a 
good accounting for themselves. 

Should Congress desire to conduct a 
hearing in this matter, many reliable 
witnesses would be grateful for the op
portunity to appear and testify as to 
the facts related herein. 

At the same time, Congress should de
termine those persons who were respon
sible for the forced repatriation of dis
placed persons, including anti-Stalinist 
Soviet citizens. The means that were 
employed to effect such repatriation 
went far above and beyond the original 
intent of the repatriation agreement at 
Yalta-so much so, in fact, that anti
Stalinists and anti-Communists were 
forcibly repatriated when any person 
with common sense and a normal degree 
of compassion should have known these 
people were being delivered to certain 
death or life-long slavery. 

Dean Acheson, in an October 24, 1952, 
speech, let it be known that the Ameri
can people felt it to be a crime against 
humanity to repatriate a single Korean 
war prisoner against his will. Yet in 
1945-46, the administration of which he 
was a part followed an exactly contrary 
policy. 

Mr. Eugene Lyons, in his book Our Se
cret Allies, outlines in detail the sordid 
spectacle of UNRRA carrying out a 
forced repatriation of many thousands, 
when it should have been known that a 
{!Teat many of these were being sent to 
certain death. In further support of 
Mr. Lyons' position as outlined in his 
book, a newspaper article in the Chicago 
Daily Tribune, datelined May 12, 1952, 
reads in part as follows: 

The document that turned up yesterday,. 
d a ted March 21, 1947, describes measures to 
be used by UNRRA personnel to induce refu
gees, part icularly those from Polish and 
Yugoslav territory, to ret urn to the lands of 
their origin. 

The measures advised, besides ordinary 
p ersuasion, "enforcement of compulsory !a
lor laws, prevention of antirepatriation, re
moval of displaced persons who discourage 

repatriation, and removal of UNRRA per
sonnel who fail to encourage repatriation ... 

Someday Congress may reveal to the 
American people whether this stupid 
policy was the result of ignorance or 
malice. 

Reorganization of the Bureau of Mines 
and Related Activities 

EXTENSION OF REMARKS 
OF 

HON. WESLEY A. D'EWART 
OF MONTANA 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 

Mr. D'EWART. Mr. Speaker, I have 
been interested in the comments by other 
Members and in the press regarding the 
recommendations of the survey team on 
reorganization of the Bureau of Mines 
and related activities in the Department 
of the Interior. I am glad to report that 
I have asked and the gentlemen from 
Nebraska, Dr. MILLER, has agreed to call 
the Interior Department officials con
cerned before our Committee on Interior 
and Insular Affairs to have a full ex
planation of the matter on Monday. 

At this time I have seen only the news
paper reports of the proposals, but I 
note in particular a recommendation for 
reorganization of the Bureau of Mines 
and reduction in the number of its field 
offices, and secondly, a proposal that 
certain of the Government's act ivities 
in the field of mining be terminated, re
duced or placed in the hands of private 
industry. 

It may be that upon careful examina
tion, we will find that these recommen
dations are not all that they have been 
reported to be in the press, but are 
worth considera tion in line with the 
President's program for greater econo
my and efficiency in Government and 
for divesting the Government of those 
activities that could better be handled 
by private indust ry. 

However, the newspaper statement to 
the effect that some of the recommenda
tions are to be put into effect immedi
ately and the remainder within 1 year, 
coming as it does in the closing days of 
this legislative session, cause me con
cern. 

These are matters upon which the 
Congress, after study by the Committee 
on Interior and Insular affairs, has ex
pressed its policy and intent on many oc
casions. Montana is a State with vast 
mineral resources, including a large per
centage of the Nation's coal reserves, and 
we are vitally interested in the programs 
for development of low-grade coal bodies. 
We are interested in the experiments on 
oil shale and the development of syn
thetic and liquid fuels. Our committee 
will want to make certain that the pro
posals of the survey team will not in any 
way set back research in these important 
fields. 

I am glad that our chairman, the gen
tleman from Nebraska, has arranged 
for a full discussion of the matter on 
Monday, and I hope we will have at that 
time the answers to many of the ques
tions which are raised by the disclosure 
of the survey recommendations. 

Economy 

EXTENSION OF REMARKS 
OF 

HON. KIT CLARDY 
OF MICHIGAN 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 

Mr. CLARDY. Mr. Speaker, the Con
gressional dictionary seems to omit the 
word "economy." In its place we seem 
to have substituted a sentence. In sub
stance that sentence reads: "We are in 
favor of economy in theory, but it must 
never affect any project in our respective 
districts." 

My one-term experience here has con
firmed a belief I held before I was elected. 
I am more convinced than ever that we 
will never get true economy until we 
deny the Congress the money it so free
ly throws around, usually at the request 
of pressure groups. I do not believe we 
can truly cut down big government un
less we cut down the revenue upon which 
big government thrives. 

The proposal to put a ceiling on in
come-tax rates is a step in the right 
direction. But I can visualize many ways 
of circumventing that restriction. De
liberate inflation is only one of them. 
I think we need something else in addi
tion. 

The prime reason why we :find so much 
free spending is to be found in the obvious 
fact that most folks do not couple cause 
with effect. Everyone complains about 
high taxes, but most are unwilling or 
unable to see the true cause. Whenever 
some group wants a Federal handout, 
they talk only about the great humani
tarian causes the money will serve, but 
never do they talk about the increased 
cost and the increased taxes their pet 
project will necessitate. 

And so, between the date of adjourn
ment and the meeting of the next Con
gress, I shall be working on a proposal 
for another constitutional amendment 
in the :fields of taxation and appropria-
tion. Recognizing full well the terrific 
size of the problem, I shall nevertheless 
try to put together a constitutional 
amendment which, I think, will go di
rectly to the heart of our problem of 
extravagance. 

I hope it will be possible to come up 
with a proposal that will link every ap
propriation with a measure that will 
raise the funds to meet it. In other 
words, I think the only way we will ever 
stop proftigate spending will be to com
pel the people and the Congress to face 
reality every time Congress appropriates 
a dollar. My experience tells me the 
only practical way to stop the Congress 
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and Government departments from un
bridled generosity with other people's 
money is to let folks see the other side 
of the picture at the same time. If we 
can make every Congressman and every
one who comes before Congress for an 
appropriation, face up to the hard fact 
that Congress must raise a dollar in tax
ation for every dollar appropriated, it 
may and probably will slow down the 
mad dash toward bankruptcy. 

I do not minimize the terrific prob
lem ahead of me. I can think of many 
seemingly sound arguments against 
even trying to do what I suggest. But 
we will never get anywhere if we sur
render before the fight begins. Some 
things will have to be scaled down or 
cut out. These things must be done to 
first bring -revenues and expenses into 
balance. Then additional and new ven
tures by the Government will call for new 
taxes. 

The revolutionary nature of this pro
posal will undoubtedly shock a great 
many. We have grown so accustomed 
to spending first and thinking about in
come later my proposal will probably be 
greeted with scCJrn and derision. "Vi
sionary" and "impractical" will probably 
be the kindest comment I can expect. 
But if anyone can think of a better way 
to stop the profligacy to which we have 
grown accustomed, I will gladly em
brace it. If I can start some construc·
tive thinking, I will be satisfied. 

satisfied that the proposal itself was no 
step toward socialized medicine," but, 
then proceeds to take the preposterous 
and unrealistic position-"A lot of peo
ple might have been disappointed and 
then might have tried to amend the law 
in that direction." It is hard to realize 
how anything more ridiculous than the 
last portion of his statement could have 
been conjured up in the mind of even the 
most aggressive opponent. 

In describing the reason for the defeat 
of the proposal Dr. Martin was most 
unkind to the Members of Congress who 
voted as requested by the American 
Medical Association. He is alleged to 
have said that defeat of the proposal 
came as no surprise to him, because ''a 
lot of Congressmen were undecided and 
a lot of others did not know what was 
in the bill." I hope this statement was 
a slip on the part of Dr. Martin and 
that he did not really mean what he said. 
If so, then it was most uncomplimentary 
to infer that a lot of the Members who 
voted against the bill did so because they 
did not know what was in the bill. 
Surely, Dr. Martin did not want to be 
understood as charging that the Mem
bers who voted against the bill at the 
solicitation of the AMA did so without 
k:i.lowing what was in the bill. 

Dr. Martin further says that "the idea 
advanced by Mr. Eisenhower needs more 
study" to determine whether it is really 
worth while. I am in full accord with the 
thought that it should have "more study" 
by Dr. Martin and other executive offi
cers of the AMA who assume to speak for 

Reinsurance Plan's Defeat Pleases AMA the physicians who are members of the 

EXTENSION OF REMARKS 
OJ' 

organization. To do so will reveal that 
it not only was not a step toward 
socialized medicine, as he has so properly 
admitted, but, neither does it do any 

HON. CHARLES A. WOLVERTON harm to any physician nor seek in any 
oF NEW JERSEY way to control the practice of medicine, 

IN THE HOUSE OF REPRESENTATIVES or curtail the right of the patient to have 
the doctor of his own choosing. In fact 

Wednesday, July 28, 1954 the opposition of Dr. Martin, presumably 
Mr. WOLVERTON. Mr. Speaker, the speaking for the AMA, was based upon 

above caption is a headline appearing the fact that the plan was not satisfac
over a news item appearing in a recent tory from an insurance standpoint. 
issue of the Post and Times Herald, of Upon what theory could such an opinion 
Washington, D. c. The article purports prevail in the face of the fact that many 
to set forth an interview with Dr. Walter of the most outstanding insurance com
B. Martin, AMA president. panies and insurance executives of the 

During the last few months, when the highest standing approved it. I am of 
Committee on Interstate and Foreign the opinion that while many individuals 
Commerce has had under consideration would be willing to accept the opinion 
President Eisenhower's health plan to of Dr. Martin in a matter of medicine, 
meet the high cost of medical and hos- that most persons would prefer to accept 
pital attention, I have had occasion to the opinion of insurance executives in a 
refer on several occasions to the adverse matter of insurance. 
attitude of the AMA to certain impor- Furthermore, I am convinced from the 
tant parts of that program. I have been many communications I have received 
fearful that at times some persons were that Dr. Martin, although assuming to 
a bit skeptical of any statement that in- · do so, does not in fact speak for nor 
dicated opposition upon the part of such represent the views and opinions of the 
a fine organization of men. However, rank and file of the American Medical 
the article to which I have referred, and Association. 
which I have included as part of my re- It is very plain that officials of the 
marks, seems to fully justify the truth AMA, who have spoken out against the 
of the statements made as to the position bill, have done so either without reading 
taken by the AMA in opposition to the the bill or making any study of its pro
health reinsurance plan of President visions. Even a most casual reading of 
Eisenhower. the bill would have been sufficient to 

It is important to note that Dr. Martin convince anyone with an open mind that 
in the reported interview, said "he .i:i the bill was a most noteworthy approach 

to providing a solution for long-term 
expensive illness. Furthermore, a read
ing of the voluminous testimony de
veloped during the long hearings, repre
senting the viewpoint of many of the 
most outstanding physicians, business
men, insurance executives, labor leaders, 
and those active in different types and 
kinds of health insurance would have 
been convincing as to the great need 
for such a plan of reinsurance as the 
bill provided. It is true, as Dr. Martin 
said, there has been a great growth in 
recent years of health plans to insure 
against the high cost of illness. And 
yet organizations such as Blue Cross, 
American Hospital Association, and 
others of a similar character strongly 
endorsed and supported the plan pro
vided in the proposed legislation. The 
fact that such organizations sought the 
enactment of the President's plan 
should be sufficient to satisfy any un
biased mind that the plan was merito
rious and should be adopted. 

I am convinced that the people of this 
country as they become more familiar 
with the President's proposal, and know
ing as they do the need of some plan to 
help them meet the terrifically high 
cost of long-term illness, they will de
mand the enactment of a law that will 
make effective the President's plan. 

President Eisenhower rightly said: 
No one but the people lost in the 
defeat of his plan. 

I include as part of my remarks the 
news article that gave rise to this ex
pression of views upon my part. It 
reads as follows: 
REINSURANCE PLAN'S DEFEAT PLEASES AM.A 

(By William L. Umstead) 
The head o! the American Medical Asso

ciation said yesterday his organization op
posed President Eisenhower's health reinsur
ance plan as "ineffective and unneeded." 

Dr. Walter B. Martin, AMA president, was 
interviewed by telephone from his home in 
Norfolk, va., on the House's 238-to-134 vote 
Tuesday to kill the plan, heart of the Presi• 
dent's health program. 

Martin said he and other physicians in the 
AMA had wired their congressmen to urge 
them to vote against the measure, but he 
said no undue pressure was brought on 
Congress by his organization. 

PRIVATE PROGRAMS PRAISED 

"Defeat of the proposal came as no surprise 
to him." Martin added, "because a lot of 
Congressmen were undecided and a lot of 
others didn't know what was in the bill." 

Martin said the AMA had informed the 
Department of Health, Education, and Wel
fare of its opposition to the plan on the 
grounds that it "wouldn't accomplish very 
much and would be ineffective." 

The AMA president said private health 
insurance programs are growing rapidly and 
still expanding and should be able to meet 
health insurance needs without Government 
participation. 

He noted that health-insurance coverage 
has jumped from 9 million to 93 million 
persons in 15 years, and said a remaining 
37 million insurable persons in the Nation 
could be brought into the program in a 
reasonable period. 

NEEDS MORE STUDT 

"The President's proposal" Martin contin
ued, "would not have made any more in· 
surance available to persons who cannot 
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afford it now and would not have reduced 
the costs of insurance." 

Mart in said the idea advanced by Mr. 
Eisenhower needs more study to determine 
whether it is really worth while. He said the 
original proposal had not been thoroughly 
worked out. 

He said he is satisfied that the proposal 
itself was no step toward socialized mEdi
cine, but added: "A lot of people might 
have been disappointed and then might have 
tried to amend the law in that direction." 

Mr. Eisenhower's plan was killed when the 
House voted to send it back to the Com
merce Committee. GOP leaders conceded 
that this killed the bill for the year. The 
proposal called for the Government to under
write private health insurance by absorbing 
75 percent of the losses incurred by com
panies participating in the expanded pro
gram. 

Heroine of Dien Bien Phu 

EXTENSION OF REMARKS 
OF 

HON.ANTONIN.SADLAK 
OF CONNECTICUT 

IN THE HOUSE OF REPRESENTATIVES 
Wednesday, July 28, 1954 

Mr. SADLAK. Mr. Speaker, I have 
introduced House Joint Resolution 573 
authorizing and requesting the President 
to proclaim Sunday, April 3, 1955, as a 
day of prayer for the "man and woman 
in white." This resolution has been 
referred to the Committee on the Judi
ciary. 

Mr. Speaker, the idea and suggestion 
of this tribute and observance came from 
one who recently had an extended stay 
in the hospital and realized, as she had 
not previously, the really great dev.otion 
of the nurses and doctors to their pro
fessions. That person is "Mom" Bazinet, 
as she is a1Iectionately known for her 
outstanding welfare work in Hartford 
and her exceptional contribution in be
half of the young people of Hartford and 
vicinity. 

It is coincidental, Mr. Speaker, that 
today we have in our midst a great 
heroine in white who has been called the 
French Angel. She personifies the sacri
fice and determination to fulfill the oath 
to be of service to her fellow man that 
each nurse assumes. Of course, I refer 
to Mlle. Genevieve de Galard-Terraube, 
the heroine vf Dien Bien Phu. And un
der leave to extend these remarks I also 
include a very fitting and informative 
editorial concerning her that appeared 
in the Hartford <Conn.> Courant, of 
July 26, which follows: 

HEROINE OF DIEN BIEN PHt1 
The arrival of the heroine of Dien Bien Phu 

to the United States is a reminder that 
f?.t~h and honor are still virtues dear to the 
hearts of many in France, despite the in
roads of communism. The inspiring char
acter of Mlle. Genevieve de Galard-Terraube 
who refused to leave behind the wounded 
to gain her own safety is a symbol of all 
that 1s best in both the nursing profession 
and in France. 

The ancient Catholic family of De Galard 
in France has a record of fealty and devotion 
:to country. Their recorded history ante
dates the lOth century. An ancester of Mlle. 
de Galard rode at the side of Joan of Arc 
1n 1429 when the girl saint lifted the seige 

6f Orleans. ·Mlle. -de Galard has written 
another page in that family history with a 
story of heroism not unlike that seen in the 
Maid of Orleans, 

The first Sunday in April has been 
stipulated in this resolution as the day to 
honor the fine "man and woman in 
white" because April 5, 1827, was the 
birthday of Dr. Joseph Lister, founder 
of antiseptic surgery, and it would simul
taneously acknowledge all the benefits 
derived from his great contribution to 
medicine. 

I urge the adoption of this resolution 
paying tribute to our men and women in 
white at an early date. 

Farm Price Supports 

EXTENSION OF REMARKS 
OF 

HON. CHARLES W. VURSELL 
OF ILLINOIS 

IN THE HOUSE OF REPRESENTATIVES 
Wednesday, July 28, 1954 

Mr. VURSELL. Mr. Speaker, I noted 
an article in the CONGRESSIONAL RECORD, 
July 23, by Congressman BLATNIK, of 
Minnesota, entitled "Congress Should 
Act Now To Halt Farm Recession.'' 

It is true that we had a recession in 
agriculture, but this occurred during the 
last 2 years of the Truman administra
tion. The record shows that in 1952 our 
country had one of the most wide-open 
farm-price breaks in all history. Official 
figures reveal that parity ratio stood at 
113 during February of 1951. By the 
time the Eisenhower administration took 
office on January 20·, 1953, it had dropped 
to 94-a decline of 19 points in 23 months 
under the Fair Deal. One of their major 
mistakes was to continue high-support 
prices without some controls. This 
started the accumulation of large sur
pluses. 

Farmers and the Nation are entitled to 
a more commonsense price-support pro
gram. The House of Representatives has 
already acted to improve the laws that 
will permit and encourage more profita
ble and sound farming. 

The farm program proposals made by 
this administration are part of our effort 
to help agriculture market its produc
tion, not stock it away in warehouses at 
a cost of $5 million per week for storage 
alone. 

The removal of artificial price barriers 
would encourage the movement of crops 
to market, at home and abroad. Over 
a period of years the results would be 
higher and more stable income for agri
culture, larger and more permanent 
markets, and more efficient and balanced 
farming. 

lican administration not only has kept 
its campaign pledges but also will never 
let the American farmer down: 

First. President Eisenhower issued an 
order removing price controls from all 
meat products. 

Second. Department of Agriculture 
launched a program of advertising and 
special inducement to increase beef con
sumption. Result, one-third increase in 
beef consumption last year. 

Third. Administration is breaking all 
records in providing farmers with grain 
storage. We will have enough grain bins 
to store 1,123,000,000 bushels. 
Fourth~ Administration returned the 

Farm Credit System to the farmers. 
Fifth. Last year's serious drought was 

met with prompt action. Action has 
been taken to meet this year's growing 
drought. 

Sixth. Administration is getting ac
tion on an expanded soil conservation 
and watershed program. 

Seventh. Congress increased CCC bor-
rowing authority. . 

Eighth. The administration has sent 
several trade missions to foreign coun
tries to investigate possibilities of ex
panding our foreign markets. Since 
their return our exports have increased. 

Ninth. The Department of Agriculture 

~f:n!~~r::~h=~~~f::~~~~~~o~~~~e·~rh 
267,800,000 pounds of food. 

Tenth. They have also assisted the 
starving peoples abroad through 17 
United States private welfare organiza
tions in 36 friendly countries. 

Eleventh. The importation of New 
Zealand beef into United States markets 
through Canada was stopped. 

Twelfth. Secretary Benson recom
mended that imports of oats be re
stricted. 

Thirteenth. President Eisenhower or
dered that military procurement of beef 
be stepped up. 

Fourteenth. Cotton exports have in
creased and are expected to increase 
more next year. 

Fifteenth. A new International Wheat 
Agreement was entered into to dispose 
of surplus wheat. 

Sixteenth. Department of Agriculture 
is helping the dairy industry promote a 
successful campaign to push the con
sumption of dairy products. 

Seventeenth. Department of Agricul
ture ha.s streamlined the soil conserva
tion setup to improve the service and 
create greater efficiency. The farmer 
will now receive a larger proportion of 
each conservation dollar. 

Upper Colorado River Storage Project 

EXTENSION OF REMARKS 
OF 

HON. JOHN F. SHELLEY 
OF CALIFORNIA 

Flexible price supports would enable 
us to recapture some of. the markets 
which we have lost to synthetic and sub
stitutes, both at home and abroad. They 
WOUld also permit us to compete with IN THE HOUSE OF REPRESENTATIVES 
other exporting nations, particularly in ~' Wednesday, July 28, 1954 
the world wheat and cotton markets. . -~·· Mr. SHELLEY. Mr. Speaker, the ac-

AGRICULTURE AccOMPLISHMENTS >!.. tton of the House in rejecting the rule 
The following resume of accomplish- ~ to br~g legislation authorizing the Fry

ments clearly indicates that the Repub~ ~pan-Arkansas project to the fioor 
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recalls that there is now pending in 
the Committee on Rules a ·request for 
a rule on H. R. 4449, the upper Colorado 
River storage project bill. In connec
tion with that legislation I wish to point 
out to the Members of the House that 
on July 27 the San Francisco Chronicle 
carried an article by its political editor, 
Mr. Earl C. Behrens, outlining certain 
factors which have a bearing on whether 
the project should be authorized at this 
time. 

The article points out that the project 
involves an eventual cost of approxi
mately one and a half billion dollars, 
and that the people of California would 
be taxed in excess of $93 million to bear 
their share of this cost. The article fur
ther breaks down this cost by cities and 
counties within the State and points out 
that every individual Californian would 
be hit for $7.61. The question is then 
raised as to whether this subsidy by the 
taxpayers is not grossly excessive in con
sideration of the fact that the project 
will provide water for only 370,000 acres 
of land at a cost of over $2,500 per acre. 

Mr. Behrens also mentions that the 
Colorado River Board of the State of 
California opposes present enactment of 
H. R. 4449 on the ground that the United 
States Supreme Court now has under 
consideration litigation between the 
States of California and Arizona which 
opens to question the terms and condi
tions set down in the Colorado River 
Compact and the Boulder Canyon Pro
ject Act, under which the development 
and apportionment of the water re
sources of the Colorado River Basin, both 
upper and lower, must be determined. 
The statement is made that California's 
$700 million investment in water devel
opment projects, made in reliance upon 
maintaining the present apportionment 
of Colorado River water among the 
States, TVould be jeopardized by any fur
ther legislation which might encroach 
upon the rights recognized in the lower 
basin States by those documents. It is 
contended that until the Supreme Court 
renders a decision clarifying the division 
of waters provided for in the compact 
and the Boulder Canyon Project Act, 
the pending legislation by permitting 
further withdrawals in the upper basin 
would prejudice the possible findings of 
the Court. 

One other major question raised by 
the San Francisco Chronicle article re
lates to the sufficiency of total waterflow 
in the Colorado River. The upper Colo
rado River project, it is contended, 
would be capable of intercepting several 
years' total :flow of the river while the 
storage reservoirs were being filled. 
Present projects on the lower river, no
tably at Hoover Dam, require nearly all 
of the present fiow to assure their pres
ent flrm output of electric power. With
out statutory controls to require contin
uance of an adequate :flow into these pro
jects, the power revenues upon which 
they depend for financing could be se
riously impaired. 

The article concludes by pointing out 
that the Hoover Commission is now 
studying all Federal water and power 
policies, including those for the Colorado 
River Basin. The contention is made 
that in view of this study the Congress 

should not adopt any legislation estab
lishing new policies until the Commis
sion's report is completed. 

The article follows: 
DINOSAUR DAM PLAN WoULD COST STATE 

$93 MILLION 
(By Earl C. Behrens) 

WASHINGTON, July 26.-California's share 
of the cost of the proposed $1.5 billion 
upper Colorado River storage project which 
would inundate Dinosaur National Monu
ment would be in excess of $93 million, ac
cording to opponents of the proposal. 

A bill approved by the House Interior 
Committee authorizes hydroelectric installa
tions behind dams at Glen Canyon, on the 
Colorado River in northern Arizona; Cure
canti, on the Gunnison River in Colorado, 
and Echo Park, in the Dinosaur National 
Monument. 

Legislation is also pending in the Senate. 
The Senate Interior Committee last week 
approved a measure which would author
ize 6 major dams instead of the 3 in the 
House bill. This proposal would also in
clude an Echo Park Dam. 

Both bills involve a cost of about $1.5 
billion. 

SAN FRANCISCO'S SHARE 
San Francisco County. taxpayers, would be 

hit by an estimated $5,587,700 as their 
share of the big Federal project's ultimate 
cost. 

Alameda County taxpayers would have to 
dig up more than $6 million for Uncle Sam 
in the distribution of the costs by the Fed
eral Government. 

Other San Francisco Bay area estimates 
include San Mateo County, $2,317,000; Santa 
Clara, $2,835,000; Sonoma, $842,500; Marin, 
$693,000, and Napa, $434,800. 

Los Angeles, of course, would pay the 
bulk of the future b111, something over $36 
million being its share. 

A bitter fight will be waged against the 
Senate bill authorizing the immediate con
struction of six big power dams. 

The Echo Park Dam will "invade" the 
Dinosaur National Monument and break 80 
years of conservation policy, according to a 
minority report by 9 Members of the House 
Interior and Insular Affairs Committee. 
One of the Members who signed the report 
was CRAIG HosMER, Republican, of Long 
Beach. 

Representative CLAm ENGLE, Democrat, 
Red Bluff, however, was one of the majority 
Members who approved the legislation in 
the House committee. 

OTHER DAMS 
In addition to the Echo Park Dam, the 

Senate legislation provides for the Glen Can
yon Dam in Arizona; Navaho in New Mexico, 
Flaming Gorge on the Utah border and Cross 
mountain and Curecanti Dams in Colorado. 

Fred W. Simpson, San Diego, chairman of 
the Colorado River Board of California, is 
here aiding in what may be a hopeless fight 
to defer action on the legislation for both 
the series of dams, including the Echo Park 
project and the Fryingpan-Arkansas proj
ect in Colorado. 

One of the reasons the California repre
sentatives want the big projects held up for 
more study is the fact that litigation involv
ing California and Arizona over the division 
of Colorado river water is now proceeding. 

George I. Haight, Chicago attorney, the 
special master appointed by the United 
States Supreme Court, in the Colorado River 
litigation wm meet with the Arizona and 
California-Colorado River Board members in 
Phoenix, August 5 to work out procedure 
for the hearings which he wlll hold to ob
tain testimony in the dispute. 

COMPLAINT 

Members of Congress are receiving com
plaints from all parts of the Nation from con-

servationists who protest the despoiling o! 
Dinosaur National Monument. Many of 
those communicating with Congress contend 
that there are better sites for a dam than 
Echo Park. Supervisors Association. 

Among California organizations opposing 
the legislature are the State Grange, various 
committees of the State Chamber of Com
merce, many city councils in Southern Cali
fornia, the CIO and the AFL. 

Fears are expressed that southern Cali
fornia's future water supply will be endan
gered if the upper basin projects are con
structed by the Federal Government. 

Chairman Simpson, of California's Colo
rado River Board declares that California 
favors continuation of the development of 
the water resources of the Colorado River 
Basin on a sound economic basis, as the need 
for development occurs. 

"California," he states on behalf of the 
board, "recognizes the right of the upper 
basin States to utilize the waters apportioned 
by the Colorado River Compact as approved 
by the Boulder Canyon Project Act, but sub
ject to the terms and conditions of those 
documents as the Supreme Court construe 
them in the case of Arizona versus Califor
nia now pending. 

PROTECTING $700,000,000 

"By the same token, California, in protec
tion of its investment of nearly $700 million 
in water development projects which it has 
made in reliance upon the Colorado River 
Compact and the Boulder Canyon Project Act, 
and the economy and population of more 
than 4 million people dependent upon these 
works, must resist legislation which would 
encroach upon the rights recognized in the 
lower basin States by those documents." 

The Colorado River storage project, as now 
proposed, it is contended, "would intercept" 
the lower basin's water supply with giant 
reservoirs at Echo Park (flooding Dinosaur 
National Monument), Glen Canyon, and 
Curecanti capable of storing several years'. 
flow of the river. In the absence of statutory 
controls of the operation of such reservoirs 
designed to protect the output of firm power 
at Hoover Dam, upon which the United States 
and the power contractors relied, the use of 
such large storage could result in seriously 
curtailing the revenues at Hoover Dam and 
other dams on the lower river and upon 
which these lower projects depend for 
financing. 

Simpson said, "It is against the best inter
ests of both the power users in the lower 
basin and the Federal Treasury to so legis
late." 

The contention also is made that a Fed
eral subsidy of over $2,500 an acre of irrigated 
land and the postponement for nearly 50 
years of the commencement of repayment of 
irrigation would be on unwarranted and un
justified burden on the Nation's taxpayers. 

DOUBLY AFFECTED 

"California, as a major taxpaying State, is 
doubly affected, because the amount of the 
overdraft on the water supply of the Colo
rado River Basin," states Simpson, "is di
rectly related to the amount of Federal sub
sidy to the irrigation projects creating the 
overdraft." 

Objections are raised to the legislation 
which is part of the Department of Interior 

-program on the grounds that the subsidy by 
the taxpayers to provide water for less than 
370,000 acres of land is grossly excessive; 
that the Government would be put directly 
into the power business; that the financing 
plan is unrealistic; that the project is not 
self-liquidating and that the recommenda• 
tions of the Bureau of the Budget for drastic 
revision o! the legislation were ignored. 

A plea also has been made that since the 
Hoover commission is now investigating and 
making recommendations as to all water and 
power policies, no legislation should -be 
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adopted by Congress establishing new pol
icies until the report Of the Commission is 
completed. 

California's ultimate share of the costs of 
the projects would amount to 9.32 percent 
or the total cost and every man, woman, and 
child in the State would be hit for $7.61 as 
his share of the huge undertaking. 

Public Laws 451 to 480, Inclusive 

EXTENSION OF REMARKS 
OF 

HON. BARRATT O'HARA 
OF ILLINOIS 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 

Mr. O'HARA of Tilinois. Mr. Speak
er, since the convening of the 83d Con
gress I have reported to my constituents 
the new laws we have enacted as 
promptly, after their signing by the 
President, as was possible under the 
pressure of other congressional duties. 
I trust that the reports have justified 
the time and effort required for their 
preparation and mailing by affording 
my constituents a better grasp of the ex
tent and nature of our work in the 
Congress. 

As my vote is actually the vote of my 
constituents that they have delegated 
me to cast for them, I feel they are 
entitled to the same accounting that in 
civilian life would be required by a 
principal of his agent. 

By unanimous consent, I am extend
ing my remarks to include my report in 

·Public Laws 451 to 480, inclusive, the 
first 450 public laws of the 83d Con
gress all having been covered in previous 
reports appearing in the CONGRESSIONAL 
RECORD: 

ing shortage of refined copper necessary 
to American industry. In 1953 United 
States consumption was 1,840,000 tons, 
domestic production only 1,336,000 tons. 

PUBLIC LAW 453 

H . R. 8637, appropriations civil functions 

Appropriation measures will be 
covered in a separate and later report. 

PUBLIC LAW 454 

S. 1665, Federal credit unions 

This merely liberalizes some of the 
provisions of the Federal Credit Union 
Act. Hereafter the directors of a Fed
eral credit union may make an interest 
refund to borrowers if earnings for the 
year are sufficient; really a readjust
ment of the interest rate. 

I was interested by the testimony be
fore the Banking and Currency Com
mittee-of which I am a member-show
ing the rapid growth both of State and 
Federal credit unions. It was the con
clusion of our committee that the credit 
unions-State and Federal-are doing a 
splendid job. 

PUBLIC LAW 455 

S. 2845, pennies and nickels 

Since 1941 the demand for pennies and 
nickels has increased 126 percent, the 
price of copper has gone up 142 percent 
and that of nickel 88 percent. Result: 
The million-dollar fund for the purchase 
of metal for the minor coins is no l{)nger 
sufficient. Public Law 455 raises it to $2 
million. 

This is the way it works: The mint 
buys the metal with a check on the fund; 
when the metal is molded into coins it 
is credited as cash, thus replenishing 
the fund. About a billion and a half 
pennies and nickels are coined annually. 
This means the mint must have a work
ing reservoir of many million tons of 
metal. 

PUBLIC LAW 451 PUBLIC LAW 456 

S. 3318, Trust Territories of the Pacific H. R. 4030, Commonwealth of Puerto Rico 
Islands In 1934 Congress established the 

World War II left us with three groups Model Housing Board of Puerto Rico to 
of former Japanese mandated islands, construct and sell on easy terms modern 
now known as the Trust Territory of the homes to the islanders. In 1952 Puerto 
Pacific Islands. They are separated Rico became a commonwealth with its 
2,727 miles east and west, 1,477 miles own legislative body. Public Law 456 
north and south. All told, the popula- recognizes the commonwealth independ
tion is under 58,000. The Appropria- ence of Puerto Rico by repealing the act 
tion Committee turned thumbs down be- of 1934, leaving Puerto Rico to establish 
cause the islands have no organic legis- its own board under its own authority if 
lation. Yet the United States has the it so wishes. Since Puerto Rico is our 
responsibility. first and only commonwealth, possibly a 

Public Law 451 seeks to fill the gap by patter~ for othe~s in the. future, I am 
providing (a) that until Congress enacts · much mterested m followmg the devel
organic laws the islands shall be gov- opment of the commonwealth status. 
erned by such officials as the President PUBLic LAw 457 

of the United States designates, and (b) H. R. 9505, war risk hazard and detention 
that an annual appropriation of $7,500,- benefits 
000 is authorized for the expenses of Large construction projects of our 
government of the three groups of Government are presently under way in 
islands. That iS at the rate of about Turkey, saudi Arabia, Tripoli, Morocco, 
$112 a year for governing each inhabi- the Azores, Iceland, Greenland, New
tant of the islands World War II placed foundland, Laborador, offshore Korea, 
in our basket. What price victory? and elsewhere the world around. Many 

PUBLic LAW 452 Americans are employed, many more 
H. R. 7709, import tax on copper needed. Insurance companies refuse to 

This extends until June 30, 1956, the insure against unusual hazards incident 
suspension of the 2 cents per pound to employment in these areas. Hence 
import tax on copper. Reason: continu- pending future permanent legislation, 

Public Law 457 extends until July 1, 1955, 
the wartime measures granting compen
sation benefits to employees of the Gov
ernment and of American contractors 
injured, killed, or captured as result of 
war-risk hazards. 

PUBLIC LAW 458 

H. R. 8873, 1955 Defense Appropriation Act 

Appropriation measures will be cov
ered in a separate and later report. 

PUBLIC LAW 459 

S. 932, Veterinary Corps officers 

In 1948 schools of veterinary medicine 
raised college training requirements. 
Public Law 459 follows up by providing 
that hereafter Army officers entering the 
Veterinary Corps will be commissioned 
first lieutenants instead of second lieu
tenants, get a 3-year period of con
structive service instead of the former 2-
year period to compensate for time spent 
in professional education. 

PUBLIC LAW 460 

S. 3481, Federal Reserve banks 

This clarifies the right of a national 
bank or member State bank to invest up 
to the amount of its capital stock either 
outright in its own bank building or in 
the securities of an affiliate corporation 
owning the building. Some banks, as 
several in Chicago, are housed in multi
storied buildings, the bank occupying 
only a few stories. An affiliate corpora
tion, existing exclusively for ownership 
and management of the building, is 
sometimes a preferable setup. The 
House Banking and Currency Committee 
unanimously approved this as clearing up 
confusion occasioned by an inadvertent 
confiict in two provisions of existing law. 

PUBLIC LAW 461 

H. R. 3413, Fort Peck Indians 

Another law recommended by the com
mittee as furthering the "policy of grant
ing an increased measure of responsi
bility and self-government to our Indian 
citizens." It grants to certain individual 
Indians oil and gas rights now held by 
the tribe on the Fort Peck Indian Reser
vation in Montana; subject however to 
a referendum by the tribe members. 

PUBLIC LAW 462 

H. R. 6487, Roza Irrigation District 

At an expense of $25 million the United 
States constructed a dam, canal, pump
ing plants and a distributing system for 
the Roza Irrigation District in the Ya
kima Valley in Washington. Repayment 
contracts, covering a period of 40 years, 
required payments more than the water 
users could meet. Public Law 462 au
thorizes a new schedule under which it 
is expected the debt will be lifted in 63 
years. Anticipated profits from a new 
$2,677,000 power plant figure in the cal
culations. I am learning that irrigation 
adventures, like other business adven
tures, do not run always according to 
blueprints. 

PUBLIC lAW 464 

H. R. 9474, extension of trade agreements 

At the best this was a compromise with 
the high tariff forces in the Republican 
Party. It extends for 1 year only the 



1954 CONGRESSIONAL RECORD -HOUSE 12485 
authority of the President to enter into 
trade agreements in furtherance of the 
"trade not aid" program. It was charged 
in debate, and not strongly denied, that 
during the period of the year's extension 
few if any new agreements actually 
would eventualize. 

What it does is to leave the entire 
question in status quo pending further 
study of the sweeping recommendations 
of the Randall Commission-submitted 
January 25, 1954-and the convening in 
1955 of the 84th Congress. 

I very much regret the delay since it 
will work out to the advantage of Russia, 
which since the beginning of the year 
has signed 10 new trade agreements with 
Latin and Asian countries with trade po
tentialities in excess of $100 million an
nually. During this period we have ne
gotiated no new trade agreements. To 

· that extent we have slipped back. 
The President, as well as the Randall 

Commission, recognized the seriousness 
of the situation. But the best that they 
could work out with the leadership in 
Congress was a compromise that made 
no step forward on a vital front but at 
least prevented the immediate destruc
tion of the program. 

As it was, the rule bringing the bill to 
the floor of the House received only 273 
votes to 63 no's and 98 Members finding 
it necessary or convenient to be absent. 
On final passage 281 voted yes, 53 no, 
3 present, and again there were many 
absentees, this time 97. 

Your vote was cast for an extension 
of the agreements. I am convinced that 
an avoidance of world war m hangs 
on the way we handle our tariff policy. 
Furthermore, the high tariff policy of 
the Hoover administration is generally 
accepted as one of the major contribut
ing causes of the great depression. 

You would have found, as I did, the 
debate on this measure among the most 
intellectually illuminating of the debates 
of the 83d Congress. Here are a few of 
the many facts brought out: 

First. Over 4 million Americans de
pend on international trade for employ
ment. 

Second. Since World War II farmers 
and factory workers have had their mar
kets and employment sustained by the 
Marshall Plan and its successors to the 
extent of $33 billion. 

Third. In 1952 48 percent of the wheat 
production of the United States was ex
ported, in 1953 only 24.5 percent. 

Fourth. One dollar out of each $8 of 
farm income is accounted for by exports, 
$9 out of each $100 of all our wares and 
farm products -combined. 

Fifth. The United States currently 
sells abroad 21 percent of its tractors, 
30 percent of its graders, 20 percent of 
its textile machinery, 15 percent of its 
trucks, and the narrowing dollar buying 
power in foreign markets is responsible 

40 percent above prewar industrial pro
duction, 20 percent in excess of prewar 
farm production, and these nations must 
increase international trade in order to 
survive. 

Seventh. While we are lagging on a 
tariff .front equally important with that 
of atomic weapons the Soviet is pushing 
on a tremendous scale among its satel
lite nations a point 4 program similar to 
our own and strengthened by trade 
agreements that already have increased 
the export markets of those countries 
from 12 percent to 83 percent of entire 
production and now are threatening our 
own markets. 

I have attempted to highlight the im
portance of the reciprocal trade agree
ments. Atomic bombs get more dra
matic attention. The real fight of the 
free world with the slave world well may 
be on the tariff front. We are dragging 
our feet. 

PUBLIC LAW 465 

H. R. 8680, 1955 appropriations tor the 
Interior Department 

Appropriation measures will be cov
ered in a separate and later report. 

PUBLIC LAW 466 

S. 2802, fishery products 

Something is happening to our fish. 
The whitefish of the Great Lakes is not 
the sole participant in the disappearance 
act. 

Salmon production in Alaska declined 
from 8.5 million cases in 1946 to 3 million 
cases in 1953. 

At Gloucester, Mass., mackerel in 10 
years dropped from 32 million pounds 
per year to 2.6 million pounds and ocean 
perch from 177 million to 88 million 
pounds. 

Sardine production in Maine is off 50 
percent. Oyster production in the Gulf 
States is about a fifth of former :figures. 
Redfish fishermen of New England now 
have to go 1,200 miles to sea; a few years 
ago only 30 or 40 miles. 

There are economic repercussions 
since 550,000 persons are employed in 
the fisheries industry, annual receipts 
from fish landings about $360 million. 

Public Law 466 earmarks 30 percent of 
the custom receipts on fishery products 
for (a) biological, technological, and 
other research and (b) developing and 
increasing markets. 

You may be interested to learn that 
"fishery products" includes such marine 
animals as whales and seals, aquatic 
reptiles like turtles, aquatic plants such 
as kelp, Irish moss and agar, also sponges. 

PUBLIC LAW 467 

H. ·R. 8488, payments to German and 
Japanese citizens 

This removes a wartime ban on pay
ment by the Veterans' Administration of 
compensation, pension, or other gratui
ties to ~rman and Japanese citizens 
residing in Germany or Japan. 

for the present wide unemployment in PUBLic;_: LAW o&ss 
such farm machinery centers as Rock H. R. 9517, 1'955 appropriations tor the 
Island, m., and Davenport, Iowa. District of Columbia 

Sixth. Through our aid the war- ;;. Appropriation measures will be covered 
bankrupt nations of Europe are now 1n a separate and later report. 

~785 

PUBLIC LAW 469 

Senate.Joint Resolution 72, sale oj Philippine 
vessels 

The United States owns eight vessels 
presently in the Philippines. Public Law 
469 authorizes their sale to citizens o! 
the Philippine Republic for development 
of interisland commerce. 

PUBLIC LAW 470 

H. R. 9203, 1955 appropriations for the legis
lative and judiciary branches 

Appropriation measures will be cov
ered in a later and separate report. 

PUBLIC LAW 471 

H. R. 8067, 1955 appropriations tor State, 
Justice, and commerce 

Appropriation measures will be cov
ered in a separate and later report. 

PUBLIC LAW 472 

H. R. 9447, 1955 appropriations for Labor, 
and Health, Education, and Welfare 

Appropriation measures will be covered 
in a separate and later report. 

PUBLIC LAW 473 

House Joint Resolution 458, site jor a school 
building in Georgia 

This authorizes the quitclaim to Irwin 
County, Ga., of some 8 acres as a site 
for a school building. The Federal Gov
ernment has no further use for the land. 

PUBLIC LAW 474 

H. R. 9315, trade with Philippine Republic 

Under the Philippine Trade Act of 
1946 imports from the islands became 
subject on July 4, 1954, to United States 
custom duties on a graduated scale. 
Public Law 474 extends the time to Jan
uary 1, 1956, on a reciprocal basis. 
Meanwhile Philippine products will con
tinue to come in duty free. 

PUBLIC LAW 475 

House Joint Resolution 552, temporary ap~ 
propriations tor 1955 

The fiscal year of 1955 starts on July 1, 
1954. An appropriation bill for the Mu
tual Security Program and a few agen
cies still awaiting pa-ssage in the Senate, 
Public Law 475 provides temporary fund$ 
for July operation. 

PUBLIC LAW 476 

S. 119, Markham Ferry in Oklahoma 

Public Law 476 gives the green light to 
the Grand River Dam Authority, an 
agency of the State of Oklahoma, to go 
ahead with the construction of the 
Markham Ferry Dam and Reservoir. 
The Federal Government will contribute 
$6,500,000 from flood-control funds. Re
mainder of the $38,450,000 cost will be 
borne bY Oklahoma through a bond issue 
to be retired from earnings from the sale 
of power. 

The G'rand-Neosho-River drains an 
area of 12,660 square miles in Kansas, 
Missouri, Oklahoma, and Arkansas. It 
is one of the principal flood-producing 
tributaries of the Arkansas River. The 
expectancy is that the addition of Mark
ham Ferry Dam to existing Federal fa
cilities will solve the flood problem in 
that area. · Uncle Sam escapes most of 
the construction cost through the pro
posed participation of Oklahoma. 
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PUBLIC LAW 477 

s. 2217, disbursing officers of National Guard 

Each State has a property and dis
bursing officer to receipt and be respon
sible for all property issued to the Na
tional Guard. Public Law 477, :first, con
tinues such officers on an active-duty 
status--instead of in civilian capacity; 
second, provides for their appointment 
by the State governor instead of the 
Secretary of the Army; and, third, re
stricts them to officers of the National 
Guard, excluding Regular Army officers. 

PUBLIC LAW 478 

H. R. 2231, Fort Randall Dam 

In constructing the Fort Randall Dam 
in South Dakota, lands-some 10,000 
acres--on 3 Indian reservations were 
necessarily condemned. Public Law 478 
provides for compensation to the Indians, 
including, :first, reimbursement of mov
ing and resettling expenses; and, second, 
costs of relocating Indian cemeteries, 
tribal monuments, and shrines. The In
dians are permitted to retain oil and gas 
rights. 

PUBLIC LAW 479 

H. R. 6465, rubber-soled footwear 

Rubber-soled footwear-tennis shoes, 
sneakers and so forth--since 1933 has 
been sub]ect to a customs valuation based 
upon the American selling price. Re
cently foreign producers started insert
ing a leather :filler between the insole 
and the outsole, thus changing the cus
toms classification of a rubber product 
to one of leather. Public Law 479 sets 
things right by emphasizing that a rub
ber shoe is a rubber shoe, no matter what 
is stuffed in away from the walking sur
face. 

PUBLIC LAW 480 

S. 2475, Agricultural Trade Development and 
Assistance Act of 1954 

I would say this is one of the better 
acts of the 83d Congress. It provides a 
sensible program for disposal of our sur
plus farm products, now shamefully pil
ing up considering there are so many 
hungry mouths in the world. 

It authorizes reimbursement to CCC 
to the extent of $700 million for the next 
3 years for surplus farm and dairy prod
ucts which in the determination of the 
President may be used in improving our 
foreign relations and in relieving dis
tress at home. 

I especially was pleased by the inclu
sion of school-lunch programs, hospitals 
and charitable institutions in the United 
States caring for the needy. 

The greater volume of the products 
will be sold in friendly foreign countries 
and paid for in the currencies of those 
countries at the prevailing world rate of 
exchange. This in return will give us lo
cal currencies with which to purchase 
products for import into our country. It 
is really a barter and exchange arrange
ment matching or excelling that of the 
Soviet. Russia, for illustration, gets for
estry products from Finland in exchange 
for wheat, rye, rice, barley, and sugar; 
gets butter and steel from Sweden in a 
direct swap for corn. One purpose of 
Public Law 480 is to assist friendly na-

tions to be independent of trade with 
U.S.S.R. 

The act also provides for emergency 
assistance to friendly nations by gifts of 
food in times of famine and other relief 
requirements. 

Public Laws 481 to 510, Inclusive 

EXTENSION OF REl\-IARKS 
OF 

HON. BARRATT O'HARA 
OF ILLINOIS 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 28, 1954 

Mr. O'HARA of Illinois. Mr. Speaker, 
by unanimous consent, I am extending 
my remarks to include my report on 
Public Laws 481-510, inclusive, 83d 
Congress, made to my constituents in 
the Second District of Illinois, as fol
lows: 

PUBLIC LAW 481 

House Joint Resolution 256, International 
Inst rument Exposition: Whenever there is 
a world's fair or exhibition in this country 
Congress permits exhibitions from foreign 
countries to come in duty free. Public Law 
481 grants this right to foreign exhibitors 
at the First International Instrument Ex
hibition at Philadelphia, September 13-25, 
1954. 

PUBLIC LAW 482 

H. R. 8149, Medical Facilities Survey and 
Construction Act of 1954: In effect, this is 
an extension of the Hill-Burton Act (pro
viding Federal grants to States) under which 
over 1,000 nonprofit hospitals have been 
built in the last 7 years. It authorizes 
appropriations of $20 million for diagnostic 
or treatment centers, $20 m111ion for hos
pitals for the chronically 111 and impaired, 
$10 million for rehabilitation facilities, $10 
million for nursing homes, and $2 Jnillion 
for surveys by the States of their needs in 
this field. Actually only part of these 
amounts was included in the supplementary 
appropriations bill for 1955, remainder was 
promised after completion of the surveys. 

Public hearings on this measure covered 
exhaustively the state of the Nation's 
health; 95 distinguished physicians, scien
tists, and laymen participating. Some high 
lights of their testimony: 

Adequate treatment is not available for 
heart disease, cancer, arthritis, and rheu
matic disorders, cerebral palsy, muscular 
dystrophy, and other long-term 111nesses. 

To date only 12 percent of the national 
need for beds in chronic-disease hospitals 
has been met. Reason of quickened demand 
for facilities for chronically ill: Increased 
old-age group, those 65 years and over now 
numbering 12 million, as against 3 m1llion 
in 1900. 

PUBLIC LAW 483 

8. 2488, Sioux Indians: Public Law 483 gives 
assurance to the Indians in the Cheyenne 
River Sioux Reservation and the Standing 
Rock Reservation (they were considerably 
exercised) that the Indians who surrender 
trust patents and receive land exchange as· 
signments will get back titles as good as the 
one they relinquish. 

PUBLIC LAW 48-4 

S. 3336, Columbia River compact: This 
amends an act of 1952 by adding Nevada and 
Ytah to the States of Idaho, Montana, Ore• 

gon, Washington, and Wyoming authorized 
to negotiate a compact for the equitable ap
portionment of the waters of the Columbia 
River system. 

PUBLIC LAW 485 

House Joint Resolution 537, International 
Trade Fair at Seattle: From March 11 to 25, 
1955, the fourth International Trade Fair will 
be held at Seattle, Wash., specializing in 
exhibits from the Far East. Public Law 485 
exempts exhibits from customs duty. See 
Public Laws 481 and 486. 

PUBLIC LAW 488 

House Joint Resolution 545, International 
Trade Fair at Dallas: Similar to Public Laws 
481 and 485. Permits foreign exhibits to 
International Trade..:sample Fair at Dallas, 
Tex., to come in duty free. If sold in this 
country, and not returned to land of origin, 
articles then become subject to customs 
charges. 

PUBLIC LAW 487 

H. R . 7371, Postal Savings Certificate: Some 
250 million postal savings certificates are 
piled up with the Post Office Department. 
Public Law 487 will help by permitting the 
postmaster to destroy paid certificates and 
other evidences of deposit after 6 years. 

PUBLIC LAW 488 

H. R. 3191, California Gets Another Break: 
California has a claim against the United 
States for alleged damages resulting from an 
emergency closing of the outlet gates of 
S.hasta Dam in the Sacramento Valley. Oscar 
L. Chapman, then Secretary of the Interior, 
stated the claim was without any legal or 
equitable basis. Nevertheless, Public Law 
488 permits the Federal court in California 
to hear the case and pass judgment despite 
the fact that the statute of limitations in 
tort already has run. Add this one to the 
tidelands oil gift to California which in· 
eluded beside priceless oil rights several mil· 
lions of dollars in cash money held by the 
Supreme Court of the United States to be
long to all the people of our country. As 
your Representative I do not like these re
peated evidences of California influence. 
For the facts read Mr. Chapman's letter in 
House Report 660, 83d Congress, 1st session. 

PUBLIC LAW 489 

H. R. 6893, Shoshone Irrigation District In 
Wyoming: In 1904 the Shoshone irrigation 
project in Wyoming was authorized. The 
United States put in a large investment to 
restore arid land to production. In 1922 the 
Shoshone hydroelectric generating plant was 
added. In 1928 the plant started to make 
money. Before the profits were sufficient to 
liquidate the cost of the construction the 
Shoshone Irrigation District put in its claim 
for a percentage. The then Secretary of the 
Interior said the claim was ridiculous. Liti
gation resulted. 

Public Law 489 seeks to effect a compro
mise by giving $426,000 to the district for 
past accruements and providing for the pay
ment of future percentages. The district, 
however, is obligated to use the money in 
making amortized construction payments 

· to the United States and in maintenance 
costs. 

PUBLIC LAW 490 

H. R. 5620, surveyor's error: Because some• 
one in 1919 made an error in a plat of survey. 
Public Law 490 was necessary to clear title to 
certain lands in Colorado. It confirms 
boundary lines as established 1n 1868 an<l 
1875. 

PUBLIC LAW 491 

H. R. 7913, land for State park: This au• 
thorizes the sale to Texas (for use as a pub
lic park) of 200 unused acres ln the Texar· 
kana Dam project. Properly the United. 
States retains oil and mineral rights. 
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~LIC LAW 492 

H. R. 9232, surplus Federal property: This 
extends to June 30, 1955, the temporary au
thority to dispose of surplus Government 
property by negotiation rather than by ad
vertising. The Administrator of General 
Services requested the extension pending the 
expected enactment by the 84th Congress of 
permanent legislation governing such sale 
in normal times. 

PUBLIC LAW 493 

H. R. 9340, Camp Blanding, Fla.: Under 
Public Law 493 the United States wm convey 
to Florida some 40,000 acres within the 
Camp Blanding Military Reservation with the 
condition that it be used with the 31,000 
adjoining acres owned by the Armory Board 
of Florida exclusively for military purposes 
and resurrendered to the United States in 
case of an emergency. 

Federal interest in timber resources (esti
mated value, $1,250,000; annual gross yield, 
$75,000) and returns from mining operations 
(ilmenite and titanium ore) are to be pro
tected by agreement with the Florida Armory 
Board which will manage the properties. 

Camp Blanding was an infantry replace
ment training center in World War II. Land 
and buildings cost the Government over $43 
m1llion. Since then additional millions have 
gone into railhead spurs and other troop 
supporting facilities. Public Law 492 is in
tended to keep the plant ready for fresh 
use in event of war necessity with the cost 
of maintenance shifted on the Armory Board 
of ·Florida. 

PUBLIC LAW 4 94 

H. R. 6412, dental outpatient care: In the 
81st Congress I appealed to the House to pass 
over a Presidential veto a bill granting out
patient care to aging veterans of the Span
ish-American War. I was deeply moved by 
the almost unanimous vote of my colleagues. 

In June of 1953 when the independent 
omces appropriation bill was before the 
House I raised the question that a rider to 
that bill would completely wipe out the 1950 
act as far as dental care was concerned. I 
also pointed out that it would deny needed 
dental care to certain Korean veterans. As
surance was given that such was not the in
tention. Nevertheless, after the enactment 
of the 1953 act with the rider to which I ob
jected the Veterans' Administration did bar 
these Spanish War and Korean veterans from 
dental care. 

Public Law 494 puts VA back on the track. 
It specifically states these veterans are not 
subject to the "outpatient care" limitations 
of the 1953 rider. 

PUBLIC LAW 495 

8. 1999, deceased members of uniformed 
services: This is a codification and broaden
ing of the laws governing the disposition of 
the remains of deceased members of the 
armed services. A new feature is provision 
for transportation of remains of dependents 
and of civllian employees dying overseas. 

PUBLIC LAW 496 

S. 2370, sale of ships to Brazil: Under Pub
lic Law 496 the United States will sell 12 
small vessels (5,000 tons) to Brazil or citizens 
of Brazil exclusively for coastwise trade in 
Brazilian waters. Purposes: (1) to contribute 
to the economic development of a friendly 
nation, (2) to serve the foreign policy of the 
United States, (3) to advance hemispheric 
solidarity, and (4) to realize some $700,000 
(half of construction cost) from the sale of 
vessels for which we have no use and for 
which there is no available market. 

PUBLIC LAW 497 

8. 2728, collection of overpayments: It 
happens that sometimes overpayments are 
made both to civllian Federal employees and 
personnel in the armed services. Public Law 
497 is intended to expedite collection of 
such erroneous payments by authorizing 

withholdings f:r_om current pay in amounts 
not exceeding two-thirds of the paycheck. 
Dissatisfied employees may appeal to GAO 
or the Court of Claims. 

Here is a question asked in debate: 
"If a man in military service is divorced 

and payments are erroneously continued to 
his former wife while he has made his 
mother the beneficiary must he make double 
payment?" 

The answer was: 
"No; under existing opinions of the Judge 

Advocate General recoupment cannot be 
made :when the individual received no pay
ment." 

PUBLIC LAW 498 

H. R. 2683, public works in Alaska: Of $70 
million authorized in the Alaska Public 
Works Act (expiring in 1955) only $41 mil
lion has been appropriated. Public Law 498 
extends the act into 1959 in order mean
while to clear the way for appropriations of 
the remaining $29 million when and if Con
gress decides. Ultimately it is expected the 
Alaskan program for water, sewers, streets, 
schools, and health centers will be resumed. 
For the present, economy has it down for 
the 10 count. 

PUBLIC LAW 499 

H. R. 222, duty on bauxite: Bauxite is con
verted into aluminum. Prior to World War 
II domestic production was 370,000 tons a 
year, imports 494,000 tons. Now we an
nually produce in the United States 1.5 
million tons, import 5 million tons. Rea
sons for the greatly increased demand: Use 
of aluminum in airplane and other manu
factUring industries, requirement 1n our na- . 
tional-defense program. Public Law 499 
suspends for 2 years duty on crude and 
calcined bauxite to (1) help our own indus
tries, and (2) help along "trade not aid" 
in a field where our own production needs 
foreign contribution. 

Section 2 of Public Law 499 excludes from 
duty 24 bells imported for addition to the 
carillon at the Citadel, famed college at 
Charleston, S. C. 

PUBLIC LAW 500 

H. R. 8538, drug addicts at sea: You will 
find this of interest. Narcotic addicts and 
tramckers have had fairly easy sailing on 
ships at sea because they could not be pro
ceeded against for narcotic offenses ashore. 
The danger has increased alarmingly with 
the growth of the drug habit. 

Public Law 500 authorizes the Coast Guard 
to deny seaman's documents and to revoke 
existing documents in the case of persons 
convicted of violation of the narcotic drug 
laws or known to be addicts. It is probable 
the Coast Guard will call upon the Public 
Health Service to make the necessary medi
cal examinations with respect to the sea
man's use of or addiction to narcotic drugs. 

PUBLIC LAW 501. 

H. R. 9008, soldier's saving program: En
listed personnel (numbering 460,213) of the 
armed services have $73 million on deposit 
under the soldier's saving program. Public 
Law 501 further encourages thrift by pro
viding (1) 4 percent interest on deposits, (2) 
exemption from debts including those to the 
Government and those resulting from court
martial, and (3) the right to withdraw depos
its at any time of personal emergency in
stead only at time of final discharge. 

PUBLIC LAW 502 

H. R. 956, correction of typographical er
rors: Because there were two small typo
graphical errors in Public Law 368, discov
ered after its signature by the President, 
Congress had to enact another public law 
to make "omcers" read "omce" and "forces" 
read "force." 

PUBLIC LAW 503 

Senate JOint· Resolution 165, Missouri River 
Basin: This merely authorizes the inclusion 

o! the Glendo, Wyo., project as part of 
the planning for development of the water 
resources o! the Missouri River Basin under 
the Flood Control Act o:t 1944. The Glendo 
project, which includes a reservoir and power 
plant, will cost over $50 million when and 
if undertaken. It was stressed in debate 
that Public Law 503 is neither an authori• 
zation nor an appropriation. 

PUBLIC LAW 504 

House Joint Resolution 459, Lake Texar· 
kana: So1e purpose of this act · is to give a 
name to the body of water behind the Texar
kana Dam and Reservoir, now under con
struction 9 miles distant from Texarkana, 
Tex. Public Law 504: decrees it shall be 
known as Lake Texarkana. Fair enough 
since the local folks want it. The proud 
name of Texarkana now will be shared by a 
city, a dam, and a lake. 

PUBLIC LAW 505 

H. R. 4496, site !or a Maryland school: 
'Schools in Prince Georges County, Md., ad
joining Washington, are running double shift 
because of burden of caring for 12,000 chil· 
dren of Federal employees. Public Law 505 
helps out by making available land for a 
new school site. The board of education is 
to pay full market value for the property. 

PUBLIC LAW 506 

S. 3539, reenlistment bonuses: Rapid fall
ing off of reenlistments in the armed serv
ices is causing concern. Hence Public Law 
506 which boosts reenlistment bonuses to a 
maximum of $2,000. Instead of the old fiat 
scale the bonus will be computed accord
ing to pay grade and number of years for 
which reenlistee signs up. 

PUBLIC LAW 507 

S. 1796, Board !or Fundamental Educa
tion: In recognition of its achievements in 
the half century since its founding as a 
mission house for Negroes in Indianapolis, 
Public Law 507 grants a Federal charter to 
the Board for Fundamental Education, a 
nonprofit organization of national scope, 
nonsectarian, nonracial, and supported by 
private funds. Flanner House in Indianap
olis is the board's headquarters and center 
of its urban program; Jarvis Christian Col
lege in Hawkins, Tex., the center of its rural 
program. 

PUBLIC LAW 508 

S. 2468, generals of the Army: Effect of 
Public Law 508 is to promote to the grade of 
4-star general (General of the Army) 9 re
tired 3-star generals (lieutenap.t generals) 
who in World War II commanded an army, 
a field army with supporting units or com· 
parable forces in the Pacific theater. Three 
of the promotions are posthumous: McNair, 
killed in action July 27, 1944; Buckner, 
killed in action June 18, 1945; Patch, de
ceased. Others are: Lear, Simpson, Truscott. 
Eichelberger, Gerow, and Richardson. 

· Promotions will not affect retirement pay 
as no retired omcer receives pay greater than 
that of a major general. 

PUBLIC LAW 509 

H. R. 6422, Camp Drum in New York: In 
wartime confusion surveys of land acquired 
!or the Pine Camp Military Reservation 
(now Camp Drum) were not too accurate. 
Public Law 509 authorizes necessary correc· 
tion of land conveyances. 

PUBLIC LAW 510 

H. R. 7132, Veterans of Foreign Wars: 
· Veterans of Foreign Wars owns a small bit 

of land in the District of Columbia on which 
it has been paying·a tax of some $700. Pub
lic Law 510 exempts the land from tax pay· 
ment. American Legion, Disabled American 
Veterans, · American Veterans of World War 
n benefit from similar legislation. 
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